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THURSDAY, APRIL 1, 1954 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:03 a. m., in room 1310, 
New House Office Building, Hon. Clifford R. Hope (chairman) pre- 
siding. 

Present: Representatives Hope, Andresen, Hill, Hoeven, Harvey, 
Williams, Harrison, Cooley, Poage, Grant, Gathings, Abernethy, AL 
bert, W heeler, Thompson, Jones, and Herlong. 

Also present : Representatives Colmer, of Mississippi; Sikes, of 
Florida; Boggs, of Louisiana; and Matthews, of Florida. 

The CuarrmMan. The committee will come to order. The committee 
has met this morning for a continuation of its hearings on price sup- 
ports. We are very pleased to have with us this morning representa- 
tives of the tung nut growing industry. This committee is familiar 
with that situation, having considered the subject before. 

I will at this time call on our distinguished colleague, Mr. Colmer, 
of Mississippi, to make whatever statement he cares to make and out- 
line just how he desires to have the matter presented to the committee 
this morning. 

Would you undertake to do that, Mr. Colmer? 

Mr. Cotmer. Thank you, Mr. Chairman. Let me say that we have 
a number of Members from the Tung Nut Belt here this morning. We 
are also laboring under a little diffic ulty in that I understand the 
House is meeting at 11 and there will possibly be a quorum call shortly 
afterward. Then we are in another bad situation as far as we are 
concerned in that the Senate Committee on Agriculture is having hear- 
ings this morning on the same subject. We had to make a little divi- 
sion of our personnel. 

sut in the interests of time, Mr. Chairman and members of the 
committee, I shall make my statement very brief, in the nature of a 
historical statement, and I think it would possibly be to the best inter- 
ests of the cause if any questions—although I would be happy to 
answer them—were deferred to the witnesses from the industry. 

The Cuarrman. It might save time if we would withhold all ques- 
tions until all of the representatives of the industry have appeared 
and made their statements and then the members could proceed to ask 
questions at that time. What do you think of that suggestion ? 

Mr. Cotmrr. Whatever suits the Chair and the committee, of course, 
meets with our approval. 
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The Cuarman. I am thinking of the matter of time which you 
have already mentioned. 
Mr. Cotmer. However you see fit to conduct that, Mr. Chairman. 


STATEMENT OF HON. WILLIAM M. COLMER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Cotmer. Mr. Chairman, we are here this morning in behalf of 
the tung oil industry. For the benefit of those who are not too 
familiar with thi subject, permit me to point out again that tung oil 


originally was ene din China. It was introduced into this coun- 
try shortly after the turn of the century. It gets its name “tung” from 
the Chinese word Stung” for heart. 

The foliage of the tung tree the leaves are shaped like a heart, 
hence the name tung oil. It is produced in this country in a narrow 
belt about 100 miles wide along the coast of the Gulf of Mexico, 
beginning in Florida and running through 6 States into the eastern 
edge of Texas. I think the greatest production is in the States of 
Louisiana, Florida, and Mississippi, with possibly Mississippi having 
the edge on productio1 

Tung oil is a strategic war material in that it is a very fine drying 
oil. It is used largely domestically in paints and v: arnishes. I men- 
tion the strategic fac tor, because in both World War I and World War 


II, we were caught short in this country of ihe oll cick was needed 
by our armed services, ees the Navy, as a drying oil. It is 


the finest drying oil used and it is used in electrical equipment, et 
cetera. 
This industry, as a result of the governmental encouragement due 


to the strategic factors, struggled along for a number of years. We 
have never produced in this country as much oil as we consume domes- 
tically. About 6 or 8 years ago, during the administration of Clinton 
Anderson as Secretary of Agriculture we received the first support 
price on tung oil. That terminated when Mr. Anderson went out of 
office, and then some 5 years ago, I think it was, this House through 
the agencies of this committee, wave us a mands atory support price 
for tung oil of 90 percent of parity. That was a bill, if 1 may refer 
to it as my bill, which was passed in the House. When it got to the 
Senate it was incorporated into the general overall agricultural bill 
on a pratt scale or a flexible support price, if you please, of 60 to 90 
have the benefit of the 60-percent support price for tung oil. 

Zz i “ae port has never been placed at above 60 percent, and we now 
have the benefit of the 60 percent support price for tung oil. 

Mr. AnpresEN. Is that about 26 or 27 cents a pound ? 

Mr. Cotmer. No, sir, it is 23.9 now. It was 26, Mr. Andresen. at first. 

Mr. ANDRESEN. et came down with the drop in parity. 

Mr. Cotmer. Right. It is now about 23.9. I do not want to take 
too much time. ee me say this: the tung industry is faced always 
with the problem of the importation of foreign oils. During the war 
the Chinese oil was cut off. The Argentine then went into the produc - 
tion and production came in about that time in the Argentine. The sy 
are now producing almost as much oil as we are producing and since 
the best price for oil is in the United States they have shipped, for 
the past several years, most of their Gil—I do not know exactly the 
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percentage but I would say a minimum of 75 percent of their oil— 
into the United States. We have reason to suspect, although we can- 
not charge that, that some of this oil that has come in through the 
Argentine has originated in China. 

Mr. ANpresen. W = you yield there? 

Mr. Cotmer. Yes, s 

Mr. ANpresen. Do a have any actual proof that some of the oil 
that comes in from Argentina originated in Communist China ? 

Mr. Cotmer. Mr. Andresen, I just made my statement rather care- 
fully on that, that we suspect that but we are not in position to prove it. 

Mr. Anpresen. I have been suspecting it for a long time and I 
have been trying to prove it. 

Mr. Cormer. I am sorry that we are not in position to do that. 

Mr. Anpresen. At what price does the Argentine Government, or 
the producers there, charge for their oil when they ship it into the 
United States? 

Mr. Cotmer. They always manage to bring this oil in and sell it 
just below the support price. It is selling now on the New York 
market just below the support price. 

Mr. ANpDRESEN. That would be under 23 cents a pound? 

Mr. Cotmer. Right. I would say naa 23 cents. 

Mr. Anpresen. What effect has that had upon the market for do- 
mestie tung oil? 

Mr. Cotmer. I think you anticipate me. It keeps the price down 
at the imported oil level. That results in the Commodity Credit 
Corporation having to take this oil. They had to take 5 million 
pounds last year. If that importation continues, of foreign oil, we are 
faced with the possibility of the Commodity Credit Corporation tak- 
ing a substantial portion of this year’s crop. 

Mr. Anpresen. What portion of last year’s crop did the Commodity 
Credit Corporation take? 

Mr. Cotmer. About 5 million pounds. 

Mr. Anpresen. What portion of the total is that? 

Mr. Cotmer. There are about 42 million pounds produced. Roughly 
an eighth. 

Mr. Asernetuy. May I ask a question, Mr. Chairman ? 

The Cuarrman. Let the Chair state—some of the members were 
not here at the time—we have an understanding to wait until the wit- 
nesses have concluded. However, I do not object to your asking a 
question. 

Mr. Anpresen. I am sorry, I did not realize that. 

Mr. Anerneruy. I think it would be better to proceed. 

The CuarmMan. We are going to be crowded for time in view of the 
fact that the House is meeting at 11 o’clock. 

Mr. Cotmerr. Mr. Chairman and members of the committee, in order 
that you might hear these other people who are so much better quali- 
fied to testify on this, I want to conclude my statement with this re- 
mark: We have a substantial investment in tung oil. I might say 
for the benefit of those who do not reside in the Tung Belt that ap- 
proximately 50 percent of this investment of some $50 million is by 
people outside of the Tung Belt. We have people all over the United 
States who have investments. I think possibly every State in the 
Union has some investment in tung oil in this district where it comes 


from. 4 
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We are faced with the necessity, if that investment is to be pro- 
tected, if this infant industry is to continue, of having some govern- 
mental protection. The Secretary of Agriculture has presented a 
very fine brief to the Tariff Commission asking for quotas upon this 
oil. That will be considered in due time, whenever the Tariff Com- 
mission gets around to it. That would be a great protection for us. 
Unfortunately—and I think we might as well put it on the table— 
the President in his message on agriculture asked that the support 
price which we now enjoy, a flexible support price, if you please from 
60 to 90 percent of parity, be denied us and that it be made permissive 
only. If that should prevail, and if we got no protection from the 
Tariff Commission on the importation of these oils, you see what would 
happen. 

| wish I had time to tell you just what this means to the economy of 
this section of the Southern States. I shall have to suffice by say- 
ing that this grows in the cutover land section where all of the virgin 
timber had been cut off and it takes the place of timber there. We 
do not grow cotton or any of the staple products in this Tung Belt. 

Mr. Asernetuy. I hate to interrupt you but outside of the cattle 
production down there tung is about the only crop in that section, is 
it not? 

Mr. Cotmer. It is; it is the only cash crop in that particular section. 
All we are asking for, Mr. Chairman and members of the committee, 
we are asking just simply what the President asked for generally in 
the support price—a flexible support price or a variable support price 
or whatever you want to call it of 60 to 90 percent. We are asking 
to be let alone and to continue on this 60 to 80 percent of parity. That 
is all we are asking for. We are in hopes that we are going to get 
some relief from this foreign importation. If we do, the Commodity 
Credit Corporation will not have to take a dime’s worth of this oil. 
But if we get nothing or if we are shoved out into the cold, so to 
speak, then this industry is gone and these people will be bankrupt 
and the investments wiped out and the economy of that belt will be 
destroyed. I could talk for a long time on that. 

Here are some tung nuts. They resemble English walnuts. Here 
is some of the oil that comes from that. And incidentally, this is a 
superior grade of oil, I think they all agree, to the imported oil. I 
wish I could talk longer but we do not have the time. 

Mr. Anernetruy. Mr. Chairman, I would like to make an observa- 
tion before my colleague seats himself. 

The Cuarrman. Mr. Abernethy. 

Mr. Aserneruy. Is it correct to say that when you had 90 percent 
ee price that foreign oil was shipped in just under that price? 

Mr. Cotmer. We never had 90 percent. 

Mr. Anernerny. I thought you said you had 90 percent. 

Mr. Cotmer. No. We never had more than 60 percent. 

Mr. Anernetuy. I thought you said under Clinton Anderson’s ad- 
ministration you did have. T think you will find that you did say 
that, if you want to correct the record. 

To go on with my question: During all the period of time that you 
have had a 60 percent support price, and parity itself being flexible 
in that it moves up or down each year, the price of foreign tung oil 


at our ports has always been just under that support price; is that 
correct ? 
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Mr. Cotmer. I would say as a general rule that is correct. 

Mr. Anerneruy. Your industry finds itself in this situation: The 
Government can give the industry the protection in 1 of 2 ways, either 
imports or tl hrough a support price program. If you had protection 
from imports you would hardly need a support price ; is that correct ¢ 

Mr. Cotmer. Largely correct, yes. 

Mr. Azerneruy. The more we import, the more it troubles your 
producers ? 

Mr. Cotmer. That is right. We cannot compete with foreign 
slave labor. 

Mr. AnerNeruy. How long has the Argentine been producing tung 
oil as compared with the time when your people went into the pro- 
duction ¢ 

Mr. Cortmer. Mr. Crowell, who formerly was with the Department 
of Agriculture, tells me that they run pretty parallel. About the same 
time; however, their production has been speeded up since the war. 
For that matter, so has ours. 

Mr. Poage. May I ask the gentleman a question ? 

The CHarmman. Let the Chair again say that I think it would be 
better to abandon our rule. We do not seem to be observing it. 

Mr. Anerneruy. I am sorry. 

The Cuatrman. That is all right. Mr. Colmer expressed the hope 
that the questions would be directed to the witnesses who are more 
familiar with the technical phases. 

Mr. Aperneruy. There is no man more familiar with this subject 
than Mr. Colmer. 

The Cuartrman. I will have to accept that amendment. He is very 
modest about it. I think perhaps since we are not following the rule 
we had better not try to enforce it. Let us have the members as far 
as possible save their questions for the witnesses who will be on later. 

Mr. Cotmer. What is the pleasure of the Chair? 

The CuarrMan. 1 know our colleague, Mr. Boggs, is anxious to 
get away because he has an important committee meeting. 

Do you want to make a statement at this time, Mr. Boggs? 


STATEMENT OF HON. HALE BOGGS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF LOUISIANA 


Mr. Bocas. I would like to reiterate all Mr. Colmer said. I repre- 
sent a district which is largely urban and city, but it is surrounded by 
this tung producing area. We have a vital interest in the prosperity 
of this industry. I think that the Government has contributed largely 
to building up the industry, particularly during the war years. I 
think the Congress has expressed itself by the enactment of the Colmer 
bill and the incorporation of that legislation into the general legisla- 
tion. ‘To me it is incomprehensible that at this time we should come 
along and deny any support at all to the industry. If we do so we 
are going to bankrupt many people who have invested millions of 
dollars in an industry which is vital to this country. 

Thank you very much, Mr. Chairman. 

The Cuarrman. Thank you, Mr. Boggs. We appreciate your being 
here and are glad to have your statement. 

Mr. Cotmer. Mr. Sikes, who represents a large segment of this in- 
dustry, and who is vitally interested in the matter and has been 
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interested throughout his entire legislative career is here, and he has 
an ene. iations meet Ing. 

The Cuarman. The committee wants to accommodate every Mem- 
ber of ongress who has other engagements. We would be ‘glad to 


hear from you at this time, Mr. Sikes. 


STATEMENT OF HON. ROBERT L. F. SIKES, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF FLORIDA 


The Cuarrman. The committee will be pleased to have you make a 
statement at this time. 

Mr. Sikes. Mr. Chairman, tung oil, which has many uses in Amer- 
ican industry, directly affects the economic life of 6 States in a belt 
that is about 100 miles wide, from southeastern Texas along the south- 
ern borders of Louisiana, Mississippi, Alabama, Georgia, and across 
northern Florida. It directly involves about a quarter of a million 
acres of land. Fifteen thousand persons derive their livelihood from 
tung oil or the processing of tung oil. There are 16 oper ating mills 
in this area and a total investment in the industry of approximately 
$50 million, a considerable part of which is held outside of the produc- 
Ing areas. 

I would like to point out, Mr. Chairman, that with synthetics and 
substitutes and cheap foreign oil now available, the importance of tung 
oil is being minimized. Asa result, it has been proposed that supports 
be dropped. I would like for you to look back to the war years when 
there were no imports of tung oil, when industry was oper rating to ca 
pacity with other requirements than substitutes for tung oil. ‘Tt then 
was a critical item, a1 itally needed item for America’s war industry. 

The same conceivably can be true again. If there should be war 
it is the opinion of most Por yle that it is going to be total war when all 
of America’s industrial capacity will be strained to the utmost to pro- 
duce the things that are required. It is folly to condemn this Amer- 
ean industry ai h was so vitally needed before and which could be 
needed again in the same vein. If you drop supports for tung oil you 
are going to condemn the tung oil industry; you are going to kill it. 
There is no way for it to operate without supports. It cannot com- 
pete with cheap foreign oil. The people who are producing tung 
oil invested in good faith. Most of them went into the industry dur- 
ing _ war years. The help that they get from the Government is 
very limited help. It is an important part of America’s economic and 
industrial life. I earnestly urge that the supports be maintained. 

If there are no questions, Mr. Chairman, that concludes my state- 
ment. 

The Cratrman. We thank you for your statement and appreciate 
your coming before the committee. 

Mr. Herlong? 

Mr. Hlertonc. We have Mr. Matthews here from Florida. 

The Cuairman. The members of the committee from Florida espe- 
cially know of Mr. Matthews’ great interest in this subject. We have 
had a chance for some of our members to have a firsthand view of the 
industry in his area. We appreciated it very much. We will be 
happy to hear from you at this time, Mr. Matthews. 
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STATEMENT OF HON. D. R. (BILLY) MATTHEWS, A REPRESENTA- 
TIVE IN CONGRESS FROM THE 80TH CONGRESSIONAL DISTRICT 
OF THE STATE OF FLORIDA 


Mr. Marrnews. I am D. R. “Billy” Matthews from the Kighth 
Congressional District of Florida. 

First of all I want to thank you, sir, and the di tinguished Hei 
bers of this committee for coming into our district this past vear. I 
do not know of any finer thing that has ever been done by any Mem- 
ber of Congres 

vie hairman, I havea prepared statement that I am Fone Te give 
to ie stenographer. | shall iu t take a minute or two to pr out 
several points in that statement. 

First of all I am very proud of the fact that I think the first com- 
mercial shipment from the first tung mill came from near my home 
in Gainesville, Fla. I have listed here four reasons why I sincere ly 
believe that it 1s e tirely logical to pl: we tung under the mand: ivory 

support-price program. I believe that unless there is some restric- 
tion on foreign imports that other di ifliculties will arise, so Tam hoping 
also that there may be a restriction on foreign imports of tung. 

The first reason I indicated in my statement why I think we should 
have a mandatory support-price program is because this tung indus- 
try issmall and it is compact and it lends itself well to such a Sronetes. 
May I add that even th ough it 1s small and compact it means much 
more than I can tell in this brief time to the people of irea, and 
I am sure to the five States in which we find tune. 

Tune procucts lend themselves well to indefinite storage In the 
second p! ace, | pointed out in this statement ae L think we should 
have a mand: atory support price program because the tung industry, 
as has been pointed out, 1S ve I'y vital, and onpecladiy in time of war. 
Then in the third p ylace I have suggested that I believe the people in 
the tung industry Soo this support price program because in the 
best traditions of priv: ite ent erprise they have done everythi @ in their 
power to make a great industry out of tung. They have organized a 
Marketing Cooperative, Ine.. organized in 1953, to provide orderly 
year round marketing of tung oil. They submit to all the hazards 
of agriculture, frost on the bloom, for example. I understand that 
in the tung area the estimated damage from frost on the bloom this 
year is from 70 to 90 percent. 

In the fourth place I have suggested that the tung industry deserves 
a mandatory support price program because like other industries it is 
an integral part of the private enterprise system of our country. I 
believe that not only with this but with other of our farm products, 
if because of our overall defense siete we are going to have to submit 
to importation of foreign products and we have to compete with 
cheap slave labor, that we ought not to ask the farmer to carry on 
that added cost of the defense program. 

I have this one fioure that might be interesting to the committee. 
Some of my tung growers in Gainesville, Fla., told me that this past 
year they were talking \ ith some gentlemen from Argentina These 
gentlem«e n told them that their Government paid them the e qui alent 


ot fl cents per pound. Thei il Gover} iment sells this oil in New York 
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for 21 cents to 23 cents. And because of the value of the American 
dollar to the Argentine Government this does not result in a loss to 
his country. 

When we contrast our support price of the 1953 tung crop at 2 
cents pel : pound with the 41 cents per pound of the Argentine grower 
we see this very great problem. 

Mr. Chairman, I am going to stop there and give this complete 
re port to the ste nogr: iphe cr. 

The Cuamrman. Thank you very much for your appearance be- 
fore the committee. We are always happy to have you with us. 

(The document referred to above is as follows :) 


TESTIMONY OF Hon. D. R. MATTHEWS, MEMBER OF CONGRESS FROM THE EIGHTH 
CONGRESSIONAL DISTRICT OF FLORIDA 


Mr. Chairman and gentlemen, first of all I want to thank you for this 
privilege of appearing before your great committee. I remember with deep 
appreciation the bus trip that you made in the EBighth Congressional District 
of Florida this past fall, and I know that some of you on that trip had the 
opportunity to see first hand our great tung industry in the Gainesville, Fla., 
area. In fact, the first commercial plantings of tung in the United States was 
about 1925, and the first commercial shipment from the first tung mill came 
from near my home in Gainesville, Fla. The purpose of my testimony is to 
appeal to you for a mandatory support price program for tung, based on 
parity, and on 17.5 percent oil content in nuts. 

The Department of Agriculture raised the oil content of nuts to 18.5 percent 
this last September, due perhaps to the fact that the oil content has been high 
for several years. The 1953 oil content dropped lower than we have ever 
known it in the Gainesville area, 15 percent, 16 percent and 17 percent. This 
action of the Department of Agriculture naturally lowered the income con- 
siderably on the 1953 crop. 

There are four reasons why I believe it is entirely logical to place tung 
under the mandatory support price program. And of course, we realize that 
unless there is some restriction on foreign imports, other difficulties will arise. 
So I am asking, also, that there be a restriction on foriegn imports of tung. 

The reasons that I would like to enumerate are as follows: First of all, the 
tung industry is small and compact and thus lends itself to a support program. 
There are only five States that grow tung, Florida, Georgia, Louisiana, Alabama, 
and Mississippi. The whole tung industry represents a total investment of only 
$50 million, with annual returns of $10 million. However, despite the fact that 
it is a small industry in one sense, it is a most important industry to the people 
of the five States where it is located. In my own area, there are many hundreds 
of people who get work because of the tung industry. The amount of economic 
help that private enterprise receives in my area from tung is a splendid economic 
asset to our whole community. This fact is true, of course, throughout the whole 
tung area. 

Another interesting fact about tung products is that they lend themselves well 
to indefinite storage. There will never be any spoilage due to holding these prod- 
ucts for a long period of time. 

In the second place, the tung industry is a very vital one, because tung oil pos- 
sesses qualities which make it an essential material in the manufacture of paints, 
varnishes and lacquers. The coatings industry utilizes 80 percent of the tung 
oil used in the United States. Its waterproofing characteristics make it an im- 
portant material in the electrical industry, and in the waterproofing of fabrics. 
It is an important ingredient in automobile brakelinings and gaskets, and in the 
manufacture of wallboards and linoleum-type floor coverings. I believe the tung 
industry is vital for our national defense, and if we do not do everything properly 
to protect it now, later we might have to revitalize this industry at great expense. 

In the third place, I think the people in the tung industry are entitled to a man- 
datory support-price program because they have certainly done all within their 
power in the best tradition of American enterprise to preserve and protect their 
industry. The National Tung Oil Marketing Cooperative, Inc., was organized in 
1958 to provide orderly year-round marketing of tung oil at prices fair to pro- 
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ducers and consumers. This cooperative, also, sponsors research to extend the 
use of tung oil in new and familiar fields. The people in the industry bravely 
submit to the hazards of any aspect of agriculture. For example, everywhere 
that tung grows the greatest hazard is “frost on the bloom,” as the tree blooms 
before it puts out protective leaves. During this March, our tung industry in 
Florida has been severely damaged because of the frost. It is my understanding 
that in Mississippi and Louisiana in certain areas the damage is estimated at 
from 70 to 90 percent, whereas in my own area, I understand the damage 
will probably be 70 to 90 percent or more. Because of their own efforts 
generally, the tung oil has been marketed through private channels instead of 
through the Commodity Credit Corporation. As I understand, the 1953 crop will 
be an exception. I want to stress, however, that the tung induscry up until 1953 
has caused no loss whatsoever to the Commodity Credit Corporation. 

In the fourth place, I sincerely believe that the tung industry deserves a man- 
datory support-price program because, like many other industries, it is an in- 
tegral part of the private enterprise system of our great country. If it is deemed 
necessary to permit competition from foreign markets because of our overall 
defense effort, we must take into consideration that the cheap labor abroad in 
the tung industry, as well as in other industries, puts our local growers and 
producers at a very great disadvantage. For example, according to information 
that I have received, an Argentine tung grower who visited in the Gainesville 
area last winter stated that his Government is paying him the equivalent of 41 
cents per pound, and then his Government is selling the oil in New York for 21 
cents to 23 cents, and because of the value of the American dollar to the Argen- 
tine Government this does not result in a loss to his country. When we contrast 
our support price of the 1953 tung crop at 23.9 cents per pound with the 41 cents 
per pound of the Argentine grower, we see this very great problem. 

I believe not only with tung, but with all of our agricultural commodities, if 
we are not permitted to gain adequate protection for them, and if we are not 
permitted to market them in an orderly process throughout the world, that sup- 
port prices on our basic crops are inevitable and the cost of this program should 
be charged to national defense, and not to the American farmer. I sincerely 
hope that when the agricultural program is completed for debate in Congress, 
that this great committee will include a mandatory support price for our tung 
products. 

I want to thank you again for this opportunity. 


The CuatrmMan. The Chair finds it necessary to leave the committee 
at this time for a short time in order to take care of another engage- 
ment. 

Mr. Andresen will take charge of the committee hearing at this 
time. 

Mr. Cormer. We have about three more witnesses, Mr. Chairman. 

Mr. AnpresEN (presiding). Who do you desire to call next? 

Mr. Cortmer. At this time, Mr. Chairman and members of the com- 
mittee, I think we would like to hear from Mr. Tom G. Crawford. Let 
me point out in this connection that there are three organizations 
within this industry. 

There is the American Tung Oil Association, the Tung Growers 
Council of America, and then last year, as Mr. Matthews pointed out, 
there was organized a cooperative marketing association. 

Mr. Crawford has a brief here for the American Tung Oil Associa- 
tion. I am going to ask him to present it. 

Mr. AnpreseN. We will be very happy to hear from you, Mr. 
Crawford. 

Mr. Cotmer. May I just add to my statement that while there are 
three organizations, they are all in accord here on the objective sought, 
which is a continuation of the present support price. 
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STATEMENT OF TOM G. CRAWFORD, BOGALUSA, LA., REPRESENT- 
ING THE AMERICAN TUNG OIL ASSOCIATION 


Mr. Crawrorp. This is a statement by the American Tung Oil Asso- 
ciation In Support of cooperation of am: ind: tory sup port price pro- 
eram for tung nuts, concurred in by the National Tung Oil M: arketing 
Cooperative, Inc. 

Mr. Chairmal and gel tlemen of the « ommiittee, a few weeks short 
ot dD years ago represel tatives oOo] Ame} ican tune growers appeared be 


ro! appropriate committees to request that the Congress grant sup- 
| i 


yvering the American production of tung oil. 
Wi then confronted with the problem of low price attributable 
| tw {] fj of ban oF 
almost wills a flood of imports from China. 


The ( ongress granted our request, for which we are most grateful. 
Mandatory support of tung at 60 percent to 90 percent of parity, plus 
in embargo on tung oil from China, resulted in stabilizing our indus 
try until about a year ago. 

We are now confronted with a two-way problem. On the one 
hand, we are again contronted wi ree the prol lem of low price, brought 
on this time by heavy importati of tung oil produced mainly in 


And. to make a bad situation worse, we are confronted with the rec- 
omme! dation of the Pre ident, embodied in prop sed legislation now 
under considera tion by your committee, that tung oll price support 

hall be pe rn 1 sive, rather than n andatory. 

We believe that the removal of the mandatory price support feature 
would es to our industry. We appreciate this opportunity 
to tell our side of the Story. 

Development of American tung industry: Tung culture was intro 
duced into the United States in 1902, and the first small commercial] 
antings were made in 1912. Planting took place on a larger scale 
in the midtwenties and increased rapidly in the midthirties. 

TI e area of commers al production of tung oil in the United States 
extends from central Florida to southeast Texas in a belt about. 100 
miles wide along thx » Gulf of Mexico in the 6 States of Florida, Ala- 
bama, Georgia, Mississippi, Louisiana, and Texas. 

Based on Dia of Census reports, it is estimated that commercial 
plantings of tung totaled 185.000 acres in 1950. We estimate that 
since that time an additional 15,000 acres pave been planted, part of 
which has been offset by small acreages of original plantings which 
have been abandoned. 

Substantially, all of the tung acreage is planted on cutover pine 
land, not utilized and not generally suited for other crop production 
prior to the development of the tung industry. 

For the information of the committee, we attach exhibit A, a tabu- 
lation showing the American production of tung nuts and tung oil, 
American consumption of tung oil and United States imports of tung 
oil for the years 1939 through 1953. ; 
The domestic tung industry is now established as a permanent part 
of the agricultural economy of the South, with a capital investment i 
the industry of approxim: ately $50 milli on. 

What tung means to the economy of the South: The tung industry 
provides employment for approximately 20,000 people who would 
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otherwise have little other means of earn he a livelihood. It provides 
a cash crop for several thousand small farmers in the area. It is sig- 
nificant that most of the increase in tung acreage during the past 8 to 
LQ year's has been in small acreages on the general farms of the area. 

The value of tung product on to the avi eultural economy ot the 
deep South cannot be reckoned in terms of tung production alone. It 


has played ab ao part In encouraging supplemet I Ary ei terprises suc h 


Ay/7s 
as beef cattle, wool, and lamb production, through improved pastures 
due to cover cropping and fertilization of the tung orchards. And, 
last but not least is the stimulating effect it has had on business and 


employment in the small towns because the local people have mol ey 
to spend. 

The contribution of tung to the area in which it is grown reaches far 
beyond the matter of pro ding cash income fol f irmers, and mploy - 
ment and means of earning a livelihood for agricultural and other 
workers. It has provided a basis for increased tax revenue for the 
expansion and improvement of schools, roads, hospitals, and other 
health facilities. 

Tung production, under price conditions in keeping with American 
standards of living, has meant an opportunity for progress and pros- 
perity in all counties and areas in which tung may be successfully 
orown. 

A review of tung price supports: During World War IT, tung oil 
was classified as a strategic mate rial and production ot domestic tung 
oil was encouraged for several years by high incentive payments for 
cover cropping and conservation practices. 

Commodity Credit Corporation purchased for the strategic stock 
pile, to be allocated for essential strategic uses, the entire domestic 
crop produced during the years 1942 and 1943 (testimony of G. L. 
Pritchard, Director, Fats and Oils Branch, PMAM, USDA, at hear- 
ings on general farm program pt. 5, p. 1064, May 1949) at 36 cents and 
371% cents per pound, respectively. 

Tung crops of the years 1944 and 1945 were supported but no 
support program was available for the 1946 crop. Support was pro- 
vided for the 1947 crop and part of that crop oil was purchased by 
CCC. 

It is the conviction of tung growers—a conviction shared we believe 
by many members of the Congress—that tung oil is an essential war 
material, and that the development of our industry has been en- 
couraged and aided by various agencies of the Federal Government 
on that account. 

With your permission, we wish to call your attention to a few 
paragraphs from a communication prepared in February 1954, by 
Senator James O. Eastland of Mississippi: 


od 


It was not until 1949 
Senator Eastland stated— 


that the Government recognized the importance of the tung industry to Ameri- 
can economy. This recognition came about as a result of World War IIL when 
the rest of the world was cut off entirely from tung oil production in Asia. The 
American tung industry, which had grown from small beginnings 12 or 15 years 
before, was suddenly one of the most important war industries in America 

The entire tung production of the Southeast was seized by the Government 
as an essential war commodity . Notwithstanding the fact that the industry was 
small, it proved to be large enough to sustain the vital essential industries in 
which tung oil was absolutely necessary. 
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After the war was over, a considerable study, lasting some months, was made 
by the National Security Council about the feasibility of stockpiling tung oil in 
connection with other vital war metals and commodities. The National Security 
Council refused to stockpile tung oil because of two reasons: 

First, the storage problem was very complex and expensive. 

secause of the shortage of available storage at that time due to war- 
time conditions. 

Second, the National Security Council reviewed the history of the American 
tung industry and decided that the American tung industry, if it remained 
profitable and the groves were kept in good condition, was itself a sufficient 
stockpile to meet national needs in time of emergency, because when the 
Japanese fleet was blockading China and all supplies of tung oil were cut off, 
the American industry did meet essential war demands. 

The conclusion was short and brief and it was, “The best way to stockpile 
tung oil is in a profitable tung industry of at least its present size.” I do not 
know whether the exact words will be found in any government documents of 
that era or not. However, it was the conclusion reached by the National 
Security Council and communicated to Member of Congress and to the industry. 

In 1950 to shore up a profitable tung industry in the United States, tung oil 
was placed upon the mandatory price-support list. 

We might add that somewhat similar statements have been made 
from time to time by other Senators and Representatives from the 
Tung Belt. We refer particularly to gentlemen like Senators Ellen- 
der, of Louisiana; and Holland and Smathers, of Florida; and Repre- 
sentatives Colmer, of Mississippi; and Sikes of Florida. 

The American tung industry itself feels, all claims to the contrary, 
that, qualitywise, American tung oil still has no equal, much less bet- 
ter, substitute in the protective coatings field. This feeling is based 
upon the absence of any concrete positive proof to the contrary that 
has come to the attention of the industry, in spite of the industry’s 
efforts to develop such proof, in order to keep its eyes open, so to speak, 
and stay abreast of developments. 

We respectfully submit at this point experienced and expert opinion 
of the Grosvenor’s Laboratory of New York, a private consulting and 
research laboratory, serving the paint and varnish industry, regard- 
ing American tung oil as a vehicle for protective coatings. 

From the standpoint of drying time and the properties of the resultant film 
it is safe to say that American tung oil is probably the best oil available for 
the preparation of varnishes and use as a general paint vehicle. 

Over the years, many substitutes and so-called replacements have been de- 
veloped and introduced to the trade but few, if any, have matched and none has 
surpassed the performance and properties of the products made with American 
tung. This oil remains supreme and the standard of comparison. 

Gentlemen, we ee you will all agree that by tradition Amer- 
ica has never stinted i 1 providing the very best of everything—in 
methods, in material, aa in equipment—for its fighting forces. 
Nothing has been too good when it came to providing. the utmost in 
safety for America’s men at war. 

During World War IT, tung-oil coatings have helped, providing 
maximum protection for our country’s Army, Navy, and Air Force 
personnel, m the way of w: aterproofing of shells and other ammuni- 
tion, of electrical dynamo and motor winding on ships at sea in all 
kinds of weather, of planes, clothing, and the like. 

Domestic tung-oil production made America independent of foreign 
sources for her war needs of this oil, when oil from China was shut 
off by the Japanese early in World War II, and oil from other sources 


erase, 
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was unavailable. Shall America throw this experience of the past 
decade completely into the discard and now turn a cold shoulder to 
an industry that went all out in fulfilling America’s need for a strategic 
material during World War II, and that m: Ly again be expected to fill 
a strategic need for American defense ? 

In recognition of the above, Congress included tung nuts in the 
Agricultural Act of 1949 as a nonbasic mandatory commodity to be 
supported at 60 to 90 percent of parity. 

Since that time Commodity Credit Corporation has purchased tung 
oil of only two crop years. The first was the 1949 crop, when only 
1,568,000 pounds, or approximately 6 percent of the crop, was acquired 
through purchase agreements at 24.1 cents per pound. That oil has 
since been sold at an aver age price of over 3/7 cents per pound. 

Approximately 5 million. pounds of 1952 crop tung oil was acquired 
by Commodity Credit Corporation, no doubt due in large measure to 
large quantities of imported tung oil scheduled for arrival which un- 
settled the domestic tung oil market. Consequently, the market price 
dropped below the support price thus preventing tung growers from 
marketing the remainder of the oil. 

During the course of hearings conducted recently by the Senate 
Committee on Agriculture and Forestry, it was established under ques- 
tioning that the total Commodity Credit Corporation losses on tung 
price support programs, from 1944 through December 31, 1953, 
amounted to only $79,355." 

Much of the advancement of the tung industry, general improve- 
ment in condition of tung orchards and the development of better 
methods of growing, handling, and processing tung crops is due to 
the stabilizing effect provided during the past 5 years by the existence 
of a mandatory tung sup port-pr ice program. 

Local banks, production credit associations, banks for coopera- 
tives, and other lending institutions use the support price in any given 
year as a basis for making crop loans early in the spring season when 
erowers need funds for fertilizer and cultivation. 

Under a mandatory support program, knowing that the minimum 
support level will be 60 percent of parity, these lending institutions 
can use this assurance as a basis upon which to make crop production 
loans with confidence. 

On the contrary, under a permissive program thees lending institu- 
tions could not have this confidence becanse they would not know 
first whether a program would be inaugurated at all, or, second, at 
what level of parity tung would be supported if the United States 
Department of Agric ulture might see fit to announce such a program. 

Present problems confronting the American tung industry and 
what the industry is doing to solve them: In order to acquaint you 
with the reasons why our tung growers need the stabilizing effect of a 
mandatory support program, we would like to outline briefly some 
of the pressing problems confronting our industry. We shall also 
describe some of the steps our tung growers are taking to solve their 
problems. 

Marketing conditions for tung oil have been upsetting during the 


) 


past 18 months. During the past 3 years annual consumption has 


1 Developed in testimony by Mr. Robert Beach during week of March 1 of this year when 
Under Secretary Morse and other officials of U. S. Department of Agriculture appeared 
before the Senate Committee on Agriculture and Forestry. 
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dropped from around 100 million pounds to slightly under 50 muil- 
lion pounds, Prices have fallen to the point where even though pro 


duction during 1952 and 1953 was at peak levels, the net return to 


dividual growers has declined to an alarming extent. 

| orvTowers 1 Clie ndustry ture squarely facing this twin problem 
of ce lining price and declining market outlets and are attacking 
the problem on two major fronts. 

First, it Ie Ze t t market ne methods ot the tune belt have 
be archaic, and that consumption has declined because of the lac! 
of availability or year around supplies and because of widely fluctuat 
ne prices. It is rea red, also, t! it whnerea literally doz ns of si b 
titutes for tung oil have been developed during recent years, there 

is been little research to determine new and increased uses for tung 


Within recent months a major effort has been devoted to the organ 
{ ] , ] } ° XT 
zation of an industrywide marketing and research cooperative. We 


are happy to announce that sucha cooperative has been organized and 


rh Neo hing operations. It has three p incipal objectives: 
better marketing through sound, positive merchandising and 
se oO, |e id he to stabilized upplies and prices. 


2. Broader and expanded customer and public relations. 
3. Research to develop and expand markets for tung oil and its 
byproducts. 

In tl effort to help themselves and the industrv as a whole, the 

ower members of the cooperative are assessing themselves one-half 

cent per pound of oil prod ed to finance the organization. 
Ithough it is just beginning, the cooperative has already initiated 
one important research project and others are in the making. In 
addition, the cooperative has joined with other organizations in the 
tung ind istry in a series of conferences with staff members of the 
southern regional research laboratory, in New Orleans, La., as a result 
of which several comprehen ive projects are being initiated by the la- 
boratory to provide new uses for tung oil and its products. There is 
reason to believe that many new materials and outlets will thus be 
developed, 

The indu try is constantly striving to di velop better varieties and 
mproved cultural and fertilization practices, to improve milling prac- 
tices and facilities in an attempt to increase yields and lower pro 
duction costs. 

But the foregoing is about as far as the growers can go. 

As growers, we have no direct control over the amount of tung oil 
of foreign origin which is shipped into our country to demoralize ou 
markets and bring disaster to our industry. 

As growers, we have no direct control over the maintenance of Amer 
cal prices in keepi o with the American standard of living. The 
right to control imports and to grant price supports is in the hands 
of the Con oress of the United States. 


CAUSE AND EFFECT 


Until near the end of 1953, tung had an enviable record with re- 
spect to price-support operations. As previously related, losses to 
the Federal Government amounted to a total of only $79,355 over a 
period of 10 years, an amount many times exceeded by payments 
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made by tung orowers for income taxes, sales taxes, excise taxes, and 
the like, which were the natural outcome of their $50 million 
investment. 

During the past 18 months, however, the situation has changed. 
The Government in November 1953, acquired under the 1952 crop 
price-support program about 5 million pounds of oil and will in all 
likelihood acquire an even larger percentage of the 1953 crop. 

Meanwhile, the prevailing price of tung is considerably lower than 
the support price and without an improvement in the situation a con 
siderable loss to the Government may be anticipated. 

It is our purpose here to show you that the situation can be improved 
to the extent that the Government will incur no appreciable loss and 
to the extent also that the tung growers will receive a just and fair 
price for their product. 

Events of the past few months fit definitely into a cause and effect 
pattern. ‘The unfortunate things which occurred were unavoidable 
under the prevailing circumstances, and an improvement may be ex- 
pected only when these prices depressing factors are removed, or 
brought under control. 

[It is our contention that the decline in tung price of late 1952 and 
1953 is attributed to an overwhelming extent to unrestricted imports 
of tung oil. To make this point clear, we want to relate to you in 
chronological order a series of events which led to severe financial loss 
to tung growers and to the possibility of financial loss by the Federal 
Government. 

First, it must be admitted that the decline in the domestic consump 
tion of tung oil has been an important factor. Elsewhere in this 
brief, we have presented information to show how our tung growers 
are actively striving to bring about an increased consumption of tung 
oil. At the same time, we wish to go on record as saying that the 
American production of tung oil is still less than the American con- 
sumption of tung oil. 

After a period of high prices, the rapid decline in tung oil prices 
started about December 1, 1952. During the calendar year 1952 the 
American consumption of tung oil was approximately 47,863,000 
pounds. Imports of tung oil during 1952 totaled 29,800,000 pounds, 
The mill crush of tung oil in the United States was 13 million pounds. 

Adding these 2 figures gives a total of 42,800,000 pounds of tung 
oil available for use in 1952, as compared with actual consumption of 
17,863,000 pounds. The actual deficit for the year was slightly over 5 
million pounds. 

The foregoing would indicate an actual shortage of tung oil and 
a market in which demand exceeded supply. Such a summation does 
not, however, accurately present the situation which existed in De- 
cember 1952. 

It was known in December 1952, that we had in the United States 
of America already being harvested and milled the largest tung crop 
in history. Actually that crop yielded more than 42 million pounds 
of tung oil, more than twice as much as the 1951 crop. 

In addition, Argentina also had a large crop being milled which 
finally amounted to 16,500,000 pounds. Thus, the Argentine crop 
and the United States of America crop totaled 58,500,000 pounds, or 
about 10 million pounds more than the United States of America 
consumption in 1952. 
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At the same time, Argentina also had her all-time bumper crop on 
the way. Seasons are reversed in Argentina and in December 1952, 
the ¢ hop of 1953 had safely passed through the period of frost hazard 
and only needed time to mature. 

That crop totaled 33 million pounds of tung oil. 

All of the factors related above were known to the trade and the con- 
suming industries. Actually, in late December 1952, there was on 
hand, being processed, and growing, more than 100 million pounds 
of tung oil in the United States and Argentina, an amount twice as 
large as was consumed in the United States during 1952. 

There were at that time no restrictions on the imports of Argentine 
tung and Argentina has traditionally exported nearly 100 percent of 
her crop to the United States. 

Thus, we had oversupp ly with a vengeance on our own United 
States of America market, even though the total domestic production 
was less than the very low consumption of the preceding year. 

Under those circumstances prices could go but one way, and that 
was downward, which they did. Early in 1953, tung oil had slumped 
about 10 cents per pound and was then selling at around 28 cents 
per pound. 

On March 12 and March 25, 1953, representatives of the tung 
growers conferred with the officials of the USDA seeking relief from 
the peril of these slumping prices and asking that restrictions be im- 
posed on the importation of foreign tung oil under authority of section 
104 of the Defense Production Act. The price of tung oil, f. 0. b. 
southern mills, was quoted at 2814, to 2814 cents per pound. 

On April 7, the USDA issued orders restricting imports of tung oil 
to set quantities on a quota basis, same to be effective on April 8. On 
April 8, tung oil was 2714 to 28 cents per pound, f. o. b. southern mills. 
A month later the downward trend had virtually halted. On June 8, 
the United States Tariff Commission issued its recommendation that 
import restrictions on tung oil be removed. 

Notwithstanding that the checkreins had been removed, imports of 
tung oil totaled only 9,600,000 pounds during the first 9 months of the 
year. Under those circumstances, the price of tung oil remained 
fairly constant; it was 27 cents per pound, f. o. b. southern mills, on 
September 25 

At mid-October the support price for the 1953 crop was announced 
at 23.9 cents per pound of tung oil, a considerable reduction under 
the support price of 2614 cents for the 1952 crop. 

seginning in October, there came an avalanche of foreign oil into 
the United States, a total of 13,269,000 pounds during the months of 
October. November, and December. 

Immediately tung prices started another downward spiral; 2514 
cents on October 21; 241 , cents on December 9; 2234 cents to 927/, 
cents on March 11, 1954. 

We now call attention to the fact that prices in the South have been 
nominal for some months. The prices quoted for rine: ag 9 and 
March 11 apply to prices of tung oil in tank car lots, f. o. b. New 
York, which amounts to about 114 cents per pound more then the 
f. o. b. mill price, because of transportation costs. 

We respectfully submit: 
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(1) That the slump in tung oil prices was inevitable in view of the 
very large production, actual and in sight in the United States and 
Argentina. 

(2) That the price toboggan was halted ——, upon the 
impositiot 1 of restrictions of imports and held in line until the ava- 
lanche of imports during the last quarter 1953. 

(3) That the cure for this situation is quite evident; namely, con- 
tinuation of mandatory price support at fair and equitable levels, and 
imposition of import controls under section 22 of the Agricultural 
Adjustment Act. 


THE REASONABLENESS OF OUR POSITION 


In seeking price protection for tung, we are asking no more than 
has been granted to practically every segment of the American econ- 
omy. Industry has its high tariff walls. Legislation guarantees the 
r ights of |: ibor. 

V ar ious de vices are necessary in agriculture, because of the large 
variety of products which altogether face a wide variety of problems. 
For the protection of agriculture, therefore, we have a variety of re- 
lief measures: Tariffs, import quotas, marketing agreements, restric- 
tions on production, price supports based on parity 

Tung growers cannot meet—and survive—the unrestricted com- 
petition of a flood of foreign tung oil produced under substandard 
levels of living.’ 

We cannot meet such competition and survive; nor can agricul- 
ture in general, nor can American industry, nor can American Jabor. 
Tung erowers seek to enjoy and to preserve the rights to enjoy the 
benefits of the American standards of a We ns not differ in 
that respect from agriculture in general, or from labor or from indus- 
try, or from any other segment of the ae ‘rican economy. 

To that end, we are doing what other segments of the American 
economy are doing: We are placing our case in the hands of Congress, 
asking for relief through the retention of legislation which will in- 
sure a price in keeping with American costs of production and the 
American standard of living. 

There may be other avenues of relief from the intolerable condi- 
tions now facing us, but it is our opinion that the problem can be 
Ts by two interrelated courses of action. These are: 

The continuation of mandatory price support at 60 to 90 per- 
cen of parity. 

The placing of restrictions on imports of foreign tung oil, 
sie from time to time so that all American requirements may = 
supplied, but so regulated also that foreign tung oil cannot flood our 
markets, drive prices below American standards of living, and ulti- 
mately usurp the American market and force American growers out 
of business. 

We readily grant that tung oil can be produced in other parts of 
the world more cheaply than it can be produced in America. So can 
cotton, wheat, corn, rye, livestock, and a wide variety of agricultural 
products. So can machinery, equipment, clothing, and a wide variety 


2Two-thirds of the world supply of tung oil is produced in communistic China under 
conditions of starvation wages and the lowest standards of living on earth. 
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of industrial products. Agricultural goods and industrial goods 
ean be produced at lowest cost wherever human labor is cheapest 
and wherever standards of living are lowest. Traditionally, in 


America, we have refused to engage in a rat race in human misery. 
Tradition: lly, we have by various devices protected the products of 
Ameri an labor against the onslaughts of cheap goods produced under 
substandard levels of living. This and only this we ask that you do 
for tung growers. ; 

In asking that the price of our product be maintained in keeping 
with the American standard of living, we assure you that no undue 
burden Is thereby placed upon the ultimate consumer nor upon those 
industries which manufacture and process our raw product. 

The American Paint Journal, an independent national weekly 
magazine ser hee the paint, varnish, and lacquer industry, publishes 
every month statistics showing the wholesale costs of paint, paint 
materials, and major building materials; the published figures are 
credited to the Bureau of Labor Statistics. 

The statistics presented are based on index numbers, and average 
prices prevailing during 1947, 1948, and 1949 are given an index num- 
ber of 100. Present prices greater than during the 3-year base period 
are proportionately greater than 100, while lower prices are propor- 
tionately lower than 100. 

Since 80 percent of our product i is utilized in paints, varnishes, and 
lacquers, and since these coatings materials are largely used in build- 
ing construction, the figures are illuminating. All building materials 
had an index number of 119.6 in December 1953. Seven specific build- 
ing materials are categoried, as follows: 


, 


Index numbers, January 1954 


[1947-49 =100] 


Structural clay products ; Bie fais ; 132.0 
Cement, Portland 7 a ghee Keds 
Lumber ik nal ate tele pain wi ee 
Paint and paint materials eee aoe bis dashes ee 107.9 

Paint, prepared ; ieigkcsicaptie Me 

Paint materials an itn ae 
Plumbing equipment x spices ctecielb titted ta pete | ay 
Heating equipment ; Si cclslh cniaiean iui dbalin at RS ae 
Structural steel ce coi -- 141.9 


Since paint is the cheapest of seven major products used in building 
construction, it is safe to say that the cost of paint—chief field of tung 
oil usage—does not impose a burden on the consuming public. 

There is another significant feature of this tabulation to which we 
wish to call attention. Prepared paint was given an index rating of 
112.8, but paint materials were given an index rating of 96.6. Thus, 
please note, while the price of prepared paint has gone up, the price 
of materials of which paint is made has gone down. 

Tung oil, a principal paint material, was given an index number of 
94.8 in December 1953. That is, tung oil sold at 94.8 percent of the 
1947-49 average price, while prepared paints sold at 112.7 percent 
of the 1947-49 average. As best we can figure it, tung oil in drums 
sold in New York at an average price of 26.3 cents per pound in 
1947-49. If tung oil were selling today at a price proportionate to 
the 112.7 price index for paint, the price of tung oil would be 29.6 
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cents per pound or more than 27 cents per pound in bulk at southern 
mills. 

Surely we are not unreasonable in asking that the consuming indus- 
try pay us for our product a price in line with the price they are re- 
ceiving for their pre pared produc ts. 

The industries which utilize tune oil are protected in the American 
market by tariff walls. Surely we are not UaTORRORER in asking 
that protection on the American market be viven to tung growers im 
the form of a realistic mand: tory sup port price, with the sup »port price 
in turn su p yported | \ restrictions on imports so as to sup p rly Ih an or- 
derly manner, from foreign sources whatever amount is nee led by 
American consumers over and above the American production. 

In conclusion, we therefore urge the Congress to provide for the 
continuation of the mandatory support price for tung nuts, because it 
will: 

(1) Insure a domestic supply of a strate~ic material. 

(2) Provide a basis upon which lending institutions can make crop 
loans to tung growers, thus insuring the tung grower of adequate 
financing. 

(5) Continue the culture of a domestic farm crop in an area ideally 
suited to that crop and not generally satisfactory tor production ot 
other farm crops except those that today are grown in conjunction 
vith tung. 

( #) Continue to provide an expanding source of employment in an 
area greatly in need of such employment. 

) Provide the American tung grower with some measure of pro 
tection against the importation of excessive quantities of foreign tung 


do 


oil by qualifying for such protection under the terms of section 22 of 
the Agricultural Adjustment Act. 
MEMORANDUM RE AMERICAN TUNG INDUSTRY'S SITUATION 
We have learned that Mr. John Gordon, secretary of the Bureau 


Raw Materials, a private agency representing importer and con- 
sumer groups of various raw materials, has advised the White House 
of the recent frost damage to the domestic tung crop in tl 
South. He has used the damage to the new crop as a basis for recom- 
mending that the President not follow the recent request of the Secre- 
tary of Agriculture for reinstatement of quotas on imported tung oil. 

Mr. Gordon’s report has obviously been injected as a smokescreen 
to becloud the facts and the urgent need for quotas on foreign oil, if 
the Government’s Commodity Credit Corporation is not to take most 
of the tung oil from the domestic 1953 crop, which is now practically 
all milled and going at a rather accelerated rate under CCC loan. 

First of all, any frost damage to the 1954 crop does not apply to 
the present situation or to this year’s picture at all. At best, it might 
apply only to next year’s production and supply picture. 

Quotas on tung-oil imports must be applied immediately, or most, 
if not all, of the current United States production will go to Com- 
modity Credit Corporation. The Secretary of Agriculture has clearly 
realized this danger In requesting that quotas be placed on foreign oil 


ie deep 


at once. 
Let us state quite frankly at the outset that there has been some 
damage to the 1954 tung crop due to frost in certain areas of the 
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American tung belt. When official figures are in, however, we believe 
the estimates will place the frost damage to the 1954 tung crop at 50 
percent or less. This would still leave 1954 production of some 20 to 
25 million pounds. It should also be understood clearly that the 
annual rate of consumption of tung oil has continued at not over 50 
million pounds, in spite of assurances by representatives of importer 
and consumer groups before the Tariff Commission hearings last May, 
that consumption would increase if then existing quota controls were 
removed and foreign oil permitted to flow freely into the United 
States market. 

Using the industry’s production and marketing year—November 1 
through October 31—as a basis for computation, beginning last No- 
vember 1, there are available, between stocks on hand in this country, 
estimated production from the 1954 domestic crop after allowance 
for frost damage and minimum imports provided for under the quota 
law, ample tung oil for a full 2 years of consumption needs at the 
current level of consumption, 50 million pounds per year, with ap- 
proximately 20 million pounds of additional oil left over for carry- 
over purposes at the end of the 2-year period. 

In support of the above, we submit the following figures which 
may readily be confirmed from official reports of the United States 
Census Bureau, and by United States Department of Agriculture 
sources: 





Pounds 
Ns eco ee bien cne —— 15, 000, 000 
Imports (Nov. 1, 1953-Mar. 31, 1954)_-_-________ ote rs weicminna mn oee, OOO 
Minimum imports permitted (Apr. 1, 1954—Oct. 31, 1954) ____- ace op O00, G0 
Guited States production, 1003-64... ncn een nce enesonne 47, 000, 000 
Total supply, 1953-54 hake aed ioe te ee ee Rd a 2 91, 000, 000 
mnite? States consumption, 1000-04... oo... uno ence cntenen un 50, 000, 000 
OO BN ie ci accosted tata es atiaaecnaiodb ues _... 41, 000, 000 
Minimum imports permitted (Nov. 1, 1954—Oct. 31, 1955) _----_--_-_- 11, 000, 000 
Estimated, United States production, 1954 crop___.--------------- 20, 000, 000 
IEE =: FUT UN icles is coves bianca 72, 000, 000 
Pema “nen OI ETN si ia hs oid acct eneaenples 50, 000, 000 
OS io ee Oe - ea, 


By November 1, 1955, there is the prospect of another big bumper 
domestic crop in the order of 45 to 50 million pounds. AJso, it should 
be pointed out that quotas on imports are adjustable upon a quarterly 
basis. Should, therefore, consumption increase for any reason, over 
and above the current annual rate of 50 million pounds, which increase 
is not anticipated at this time, quotas could be adjusted, as and when 
the need may arise, to take care of any increase. 

It should be emphasized that the above supply picture is based upon 
the immediate application of quotas to foreign tung-oil imports. 
Without such quotas supply would far exceed the demand and Ameri- 
can oil could not be marketed except to Commodity Credit Corpora- 
tion or at otherwise ruinous prices to the United States growers. The 
reason for this is clear. Foreign producers are not only eager to 
obtain United States dollars, but the world market on tung oil is now 
14 to 16 cents per pound. In the absence of quota controls, most 
foreign oil would come into the United States market at prices just 





en eee 


ee ee 


Pe ee AI aN Ns eal emt mi TE 
















LONG RANGE FARM PROGRAM 3407 


under the support price on the United States oil. In effect, this 
would not only spell ruin to United States producers, but would also 
result in the United States Government’s support of the world market 
on tung oil. 

(The table referred to is as follows:) 


ExHIsit A 


Annual domestic production of tung nuts and tung oil, and consumption and 
imports of tung oil 


Oil pro- Oil con- 





mm Total oil Imports, 
_—— i Total yield ; oy | duction by | sumption, 
Year crop grown tung nuts !| 7% ld from mills, cal: | calendar ( lendar 
crop endar year ® year 2 year ? 

Tons 1,000 pounds 1 000 pounds 1,000 pounds 1,000 pounds 
1939 1, 160 3348 90 720 78, 717 
1940 11, 000 3 3, 300 ‘ 19, 057 97 048 
1941 8, 750 32 625 3, 533 54, 0O8 § 25, 804 
1942. __ 16, 350 34 905 2, 290 11, 830 &, 269 
1943... 6, 200 1, 860 5, 310 12, 047 68 
1944__ 26, 680 38 004 2, 558 10, 109 1,770 
1945__- | 37, 080 311,124 10, 353 21, 569 339 
1946 57, 400 13, 452 11, 046 28, 962 36, 206 
1947__- 53, 200 16, 012 12, 680 88, 359 121, 564 
1948 ___ 58, 500 16, 830 16, 837 120, 872 133, 282 
1949__ 87, 900 26,773 | 22, 449 100, 853 64, 968 
1950_ _. 36, 500 12, 165 23, 467 98, 199 112, 483 
1951... 49, 060 14, 178 12, 667 65, 019 29, 706 
1952 132, 100 42, 026 23, 151 47, 863 29, 869 
1953 _ _ . 6 144, 900 343, 470 8 47, 736 6 23 486 
1954__. 7 4, 482 


1 Bureau of Agricultural Economics, U. 8. Department of Agriculture. 

2 Bureau of the Census, unless shown otherwise 

3 Bureau of the Census reports not available. Quantity based on estimated recovery of 300 pounds oil 
per ton of tung nuts. 

4 Bureau of the Census reports not available 

§ Jan. 1 to Sept. 30 only—last quarter not available. 

6 Preliminary 

? Journal of Commerce, import bulletin, January-February only. 


OBJECTIVES OF THE INDUSTRY 


Import controls to prevent Argentina from dumping oil just under 
the support price on domestic oil; and continuation of mandatory sup- 
port at 60 to 90 percent of parity. Present supports are flexible. They 
range from mandatory support of 60 to 90 percent of parity. 

T ‘he j resent support price is 23.9 cents per pound. That is approxi- 
mately 65 percent of parity. The present New York price on im- 
ported oil, practically all from the Argentine, is 23% to 23% per 
pound, or just under the support price. 

The United States producers are unable to sell tung oil in normal 
trade channels because of price differential in favor of Argentine 
imports. The bulk of the 1953 oil is therefore going into loan. The 
Government already owns 5 million pounds of the 1952 crop as a result 
of heavy importation of tung oil from Argentina in 1952. 

Chinese tung oil sells in the world market at 14 to 16 cents a pound. 
None may be imported into the United States under present Treasury 
regulations. 

Argentina has about 35 million pounds to ship. Other countries 
have about 10 million pounds additional. Since the United States 
of America is the best market by 7 to 9 cents per pound, in the absence 
of quota control, it will all come into the United States. 

The United States Government will thus wind up by supporting 
the world market on tung oil. 
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UNITED STATES FACTS 


Supply and consumption picture for 1953-1954 and 1954-55 mar 
keting vear (November 1 through October 31). Consumption during 
»2 and 1958 Calendar Years averaged 50 million pounds. Supply 
picture as follows: 
Pounds 


. 1, 1955, carryover 15, 000, 000 
Imports (Nov. 1, 1953-Mar. 31, 1954) 22, 000, 000 
\] I 1 imports permitted (April 1, 1954—Oct. 31, 1954) 7. OOO, GOO 
I ted States production, 1953-54 _ 47, 000, 000 

Total supply, 1953-54 91, 000, 000 
United States consumption, 1953-54 50, 000, 000 
Carrvover,. Nov. 1. 1954 11, O00, 000 
Minimum imports permitted (Nov. 1, 1954—Oct. 31, 1955) 11, 000, COO 
estim: 1 United States production, 1954 crop 20, 000, OOO 
Total supply, 1954-55 72, 000, 000 
United States consumption S 50, 000, 000 
Carrvover (Nov. 1. 1955) 22, WOO, OOO 


IMPORTED CONTROLS UNDER SECTION 22 OF THE ACT 


Unless import controls are utilized, virtually no United States 
tung oil will be marketed. Argerits a’s entire crop will come in, as 
It is now coming in, just under the support price. 

j 


Virtually our entire crop will ha tendered under the loan. The 
Secretary of Agriculture has realized this danger in requesting the 
President to place quotas promptly on foreign tung oil. Otherwise 
the United States will be supporting Argentina’s growers at just 
under the loan price and most, if not all, of United States current 
production wil! go to Commodity Credit Corporation. 

[f this condition is permitted to continue, it will kill off the small 
but vital tung-oil industry of the United States. 


REPORTED FROST DAMAGE TO THE 1954 CROP 


Not available up until now. Any frost damage to the 1954 domesti: 
crop does not app ly to the present situation or to aS year’s picture 
at all. At best it would apply only to next year’ s production and 
supply picture. That concludes my statement, Mr. Chairman. 

Mr. Anpresen. Thank you very much, Mr. Gea’n ford, for your 
statement. 

Mr. Harvey ? 

Mr. Harvey. I have a brief question. Do you feel that the general 
sentiment within the industry is such that if imports are limited and 
at least a measure of protection given to the tung-nut industry, that 
the industry could and would continue to prosper ¢ 

Mr. Crawrorv. I do not think the industry will continue to prosper. 
I think we can carry on with a small profit if we were given protection 
both ways. 

Mr. Harvey. You think it would survive? 

Mr. Crawrorp. I do, sir. I think it would survive. 

Mr. Harvey. That is all. 

Mr. Garuines. I would like to commend the gentleman from Mis 
sissippl, Mr. Colmer, for a splendid job. 
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In 1949 he came before the committee and spearheaded the whole 
drive for 90 percent of parity on tung oil. He has done a good job 
in carrying this ball. 

Mr. Hertone. I would like to join in that. 

Mr. AnpreseN. I would like to join in, too. I think it was quite 
unanimous. 

Mr. Wueecer. I ask unanimous consent that the committee en- 
dorsement of Mr. Colmer be made part of the record. 

Mr. Anpresen. I would say that if representatives of the other 
body would show as much interest as we have shown in the House, 
you would not be in the situation you are in today. 

Mr. Hin. I have one constituent that has an interest in a tung-nut 
ranch, if that is what you call them, in Mississippi. She lives next 
door. The father bought interest in the tung-nut grove many years 
ago, so I want you to do all you can in support of tung nuts. 

Mr. ANprREsSEN. We will note that on the record. 

Thank you for your statement, Mr. Crawford. 

(The following statement was submitted for the record by the 
chairman during the proceedings of April 13, 1954 :) 


STATEMENT OF DANIEL L, BOLAND, GENERAL COUNSEL, NATIONAL PAINT, VARNISH 
& LACQUER ASSOCIATION, INC, 


Chairman Hope and members of the House Committee on Agriculture, the Na- 
tional Paint, Varnish & Lacquer Association, Inc., with headquarters at 1500 
Rhode Island Avenue NW., Washington, D. C., is a voluntary, nonprofit, industry- 
wide, trade association, originally organized in 1888 and now comprising ap- 
proximately 1,400 members, the large majority of whom are owners of small 
businesses. They are engaged in the manufacture and distribution of paint, 
varnish, lacquer, and allied products or of equipment and materials used in such 
manufacture. Collectively, they produce about 94 percent of the total national 
volume of paint, varnish, and lacquer. 

The association includes among its membership, individuals and companies 
who crush, process, or distribute tung nuts and tung oil. The association, as the 
representative of its members who manufacture paints, varnishes and lacquers, 
and process and distribute oils, speaks for the makers or producers of a large 
volume of these products. 

On April 1, 1954, representatives of the American Tung Oil Association and 
the Tung Growers Council of America appeared before your committee and the 
Senate Committee on Agriculture in support of continuation of a mandatory sup- 
port price program for tung nuts. Mr. Claude E. Beebe, president of the Tung 
Growers Council of America, testified before the Senate Agriculture Committee 
that due to the recent freeze in the tung-growing States, tung-crop loss might run 
as high as 75 percent with a yield of only approximately 11 million pounds of oil. 
Mr. Marshall Ballard, Jr., president of the American Tung Oil Association, in his 
formal statement to your committee, stated that the loss would be 50 percent or 
less of this year’s crop. Each of these witnesses in behalf of his respective 
organization, requested the placing of restrictions on imports of foreign tung 
oil. This request was made with an expression of opinion that the problem of 
the domestic tung industry can be solved by relating such a program of im- 
port controls to the continuation of mandatory price support at 60-90 percent of 
parity. 

We are very apprehensive in light of this testimony. With annual consump- 
tion of tung oil at 48 million pounds, a yield of approximately 11 million pounds 
of oil is inadequate despite stocks on hand. Either Mr. Beebe’s figure or that of 
Mr. Ballard is sufficient to cause concern to American industry. In view of 
these somewhat conflicting opinions, it is evident the situation is quite critical. 
We do not believe any step should be taken by the Congress to limit imports 
that will not assure users of tung oil, particularly the paint, varnish, and lacquer 
manufacturers, an ample supply. 

We respectfully request that your committee reject the suggestion of import 
controls or authorization therefor in connection with the administration program 
concerning support prices with respect to tung nuts or tung oil. 
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We attach hereto exhibit A, showing the imports and consumption of tung oil 
from 1931 through 1953 and the domestic production from 1948 through 1953. 
Consumption of tung oil by the paint, varnish, and lacquer industry is shown 
on this exhibit. We also attach exhibit B, showing the product breakdown of 
the consumption of tung oil for the year 1949. 

We appreciate the privilege granted by your committee to file this statement 


ExHIBIt A 


> 
) 


Tung oil: Imports and consumption, 1931-53; domestic production, 1948-5: 
L t 








Factory 1 tio 
be Dom 
Impo pro Pa 
Allindustri \ 
in 
Pounds Pounds Pounds Pounds 
19 79, 311. 000 82 4,000 72, 843, 000 
75, 922, 0D: 67, 948, 000 5Y, 158, 000 
10% 118. 760, 000 91. 549. 000 J 4, OOD 
10. 007, 000 105, 978, 000 RS, 14 
20, 059. 000 114, 287, 000 98, 435, 00 
103 $4. 830. 000 107, 875, 000 84. 642. 000 
74 885 000 120, 378, 000 105, 731, 000 
138 107, 456, 000 $7,415, 000 78, 310, 000 
78, 718, 00 0), 720, 000 s {07,000 
049, 000 9, 057, OOF 54, 611,000 
a) ) 54, OO8, 000 48, 825, 000 
&, 269, 000 R30. OY 0. 896. 000 
68, 0 12, 047 ” 9, 667, 0 
7 O00 , 109, 000 &, O84, O00 
l 539 O00 91. 569, 000 16, 939, 000 
191 36, 297, 000 28, 962, 000 25, 458, 000 
l RS, 359,09 6S, GhS, O00 
l a 2), 275, YOU ¥2, 294, OVO 
4. 968, 009 2? 447. OO 100, 853, 000 80, 155, 000 
2. 484, 000 23. 467 ” 8, 199, 000 80, 499, 000 
29. 706. 090 12, 667, 00 65, 019, 000 53, 991, 000 
19 99 RAG. (1) 22.48 0 47, 863, OO 40), 607, 000 
19 2 4, 000 42,105, 000 47, 736, 000 1 40, 439, 000 
g , dopa ( Bu ie ( 1 


EXHIBIT B 


Consumption of tung oil, 1949 
Pounds 





Total consumption ’ a atic es iacaeate Ti A Et Dil ate rer 100, 853, 000 
] and varnish . 7 acl Se lillian tS 80, 155, 000 
Linoleum and oilcloth < ai ee 
Insulation — at i ‘ ss cieskdtabhctihbinadtiiniis hee tnitinipmcbidpeadetia 2, 946, 000 
Resins mm il as 2 Se iat dics ck ieee ht as ae 2, 307, 000 
Printing ink cots : bidet abate te as alt S se cae alate 1, 045, 000 
Core oil _ nls. See 1, 031, 000 
Hydraulic brake fluid and linings and packings._.__._______-___-__ 846, 000 


Protective coatings ; th concn 356, OOO 

NOTE Other uses reported by the Census Bureau for which quantities are not stated 
include chemicals, glues and adhesives, lubricants and greases, paint and ink vehicles, soap, 
nd miscellaneous 


Souree U. 8. Department of Commerce, Bureau of the Census 


Mr. Cotmer. Mr. Chairman, as I stated a moment ago, there are 
three organizations interested in this, and they are all represented here 
today. We heard a joint brief through Mr. Crawford from the Amer- 
ican Tung Oil Association and the co-ops. 

Now we have here this morning Mrs. Hamilton Morrisson of Picay- 
une, Miss., who is here representing the Tung Growers Council of 
America. At this time if the committee would, we would like to hear 
from Mrs. Morrisson. 

Mr. ANDRESEN. We will be very glad to hear from you, Mrs 
Morrisson. vo 
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STATEMENT OF MRS. HAMILTON MORRISSON, PICAYUNE, MISS. 


Mrs. Morrison. I am a tung grower, as well as being a member of 
the Tung Growers Council of America. I have been asked by the 
president of the Tung Growers Council to read this brief. 

This is just a brief history of the tung industry. It will be partly 
repetitious of what has been said be fore, but we would like to say our 
piece, if youdonot mind. It is only a few pages. 

History of tung in the United States. Although tung oil, or China- 
wood oil, has been produced in China for more than 5,000 years and 
used in American paints and varnishes since 1869, it was not until 1902 
that tung oil culture experiments were started in the United States.’ 

In that year through the efforts of L. S. Wilcos, American Consul 
General at Hankow, China, a small quantity of tung nuts was shipped 
into this country. After years of trial and error, the tung tree was 
found adaptable only to the Gulf Coast States due to its climatic 
requirements, and now thrives in the “tung belt,” an area approxi- 
mately 100 miles wide extending from eastern Texas along the Gulf of 
Mexico to the Atlantic Ocean.‘ 

The first successful commercial orchard was planted in 1924 in Flor- 
ida and the first mill for expressing tung oil was placed in operation 
near Gainesville in 1928. From the small plantings in the 1920's in 
Florida, the industry spread into five other States—Georgia, Ala- 
bama, Mississippi, Louisiana, and Texas. 


IMPORTANCE OF THE TUNG INDUSTRY 


Scope of plantings : 250,000 to 275,000 acres of land, much of which 
was formerly in a cutover and burned-over, non-revenue-producing 
condition, is now devoted to tung culture. The tung belt area mainly 
consists of marginal cotton, peanut, and cane cropland. It is generally 
suitable for timber, tung, and livestock, so that many people living 
in the small communities throughout the belt are limited as to means 
of making a living. Needless to say, tung is important to them. 

Employment: The domestic tung industry provides direct income 
and employment for approximately 15,000 persons. Since each tung 
farmer purchases fertilizer, equipment, feed and seed, et cetera, the 
effect on the economy of the rural areas concerned can easily be 
visualized. 

The 1953 Florida, Alabama, and Mississippi State memorials re- 
questing the Secretary of Agriculture to give the tung farmer the same 
consideration now afforded the peanut, cotton, and soybean producers 
shows that these States realize the importance of tung to their econ- 
omy. Other States are expected to follow suit when their legislatures 
meet in 1954. 

Capital investment: Approximately $50 million has been invested 
in the American tung industry. There are 16 operating tung mills at 
the present time. 

Production: In good crop years approximately 40 million pounds 
of oil can be expected. 


* See “Tung Oil,” U. S. Department of Commerce, 1932 
*See Tung Production, U. 8. D. A., Farmers Bulletin No. 2031 
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Position in United States agriculture and the United States Depart- 
ment of Agriculture: Anyone remotely concerned with United States 
agric ulture duri ing the past 15 years is familiar with the slogan, “Di- 
versification for the southern farmer.” Tung is one of the “few new 
agricultural industries which has been a natural for diversification in 
the deep South and has not led to another surplus commodity on the 
United States market. 

Domestic tung producers, who are typical red-blooded American 
citizens and farmers, strongly resent the past and present pessimistic 
and unrealistic position taken by some responsible officials in the 
United States Department of Agriculture. ‘There has been no great 
scandal or millions of dollars of the United States taxpayers’ money 
lost in price-supporting activities of tung. 

The 1949 hearings on the same subject being considered at present, 
led to a Gillette subcommittee request for complete overhauling of 
the Fats and Oils Division of the United States Department of Agri- 
culture. Details can be obtained from the Congressional Record. It 
is interesting to note that the former head of the above Divison recently 
resigned from the United States Department of Agriculture and 
accepted a position with the Bureau of Raw Materials. Pessimists 
within and without the Government who point to our declining 
American market and to the increase in domestic production and 
predict catastrophe overlook, (1) the basic reason for slump in United 
States consumption or demand, namely, the completely unpredictable 
supply and price of tung oil for the last 12 years which has caused 
many manufacturers to utilize other oils or materials, usually lowering 
the quality of their product; (2) 1 year out of 4 average tung 
crop loss due to frosts or freezes—they incorrectly assume a straight- 
line maximum yearly crop for southern tung farmers—this year we 
have a very big freeze; and (3) the very limited amount of land left 
in the tung belt which is available and contains suitable soil for tung 
culture. Only upland well-drained clay-base soils will economically 
produce tung. Regardless of the above factors it is hard to understand 
why any public servant would desire to destroy the American tung 
industry. 

Tung oil and essential commodity: Tung oil was carried on the 
strategic list of critic al materials to be stockpiled during the war 
years. It had an A-2 priority rating, and every drop was comman- 
deered by the armed services. On several occasions officials of the 
Munitions Board stated that the best way of stockpiling tung oil 
was to have sufficient domestic production. 

A few of the many uses for tung oil are as follows: Spar varnishes; 
industrial varnishes; various coatings for ships, airplanes, ammuni- 
tion, weapons, communications equipment, radar equipment; inner 
coatings for containers; wallboards; lithographic printing; water- 
proofing materials for fabrics, et cetera. 

New uses include plastics, cosmetics, and medicines. 

There is a great deal of research going on now for using processed 
tung oil in the field of medicine and it has been very successful. 

Recent tests indicate that refined tung has had a curative effect 
upon certain types of X-ray burns. 
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ORGANIZATIONS WHICH ENCOURAGED THE TUNG INDUSTRY 


United States Department of Agriculture: The United ‘States De 
partment of Agriculture has taken a leading part in helping to estab- 
lish the domestic tung industry. Since 1939 the United States De 
partment of Agriculture has operated and maintained laboratories 
and field stations in the tung belt dedicated to instructing growers how 
to plant and maintain tung orchards and devise new uses for the oil 
and byproducts. The technicians of the various laboratories and sta- 
tions have done a remarkably efficient job and are still dong so. 

In the 1946 United States Department of Agriculture annual sum 
mary appears the following: 

Of the 52 principal American crops the tung nut shows the fastest current 
expansion. 

In January 1948, the United States Department of Agriculture 
Bureau of Agriculture Economics, Gulfport, Miss., reports : 

From 19,000 to 2,000,000 in 8 years. That is how the value of Mississippi's 
tung-nut crop has skyrocketed * * *. 

During the war years the United States Departme nt of Agriculture 
through the PM.A-conservation program made $5 per acre bonus pay 
ments available to tung farmers. 

United States Department of Commerce: The United States De- 
partment of Commerce has also encouraged establishment of the tung 
industry. Their publications, “Tung Oil.” in 1932 and “Tung Oil, a 
New American Industry.” in 1949, report in glowing terms the strides 
the industry has made and the need for a thriving domestic industry. 

Paint and varnish industry: Many of the early tung plantings and 
tung mills were backed by paint-and- varnish interests. In 1923 the 
American Paint and Varnish Association formed a subsidiary called 
the American Tung Oil © orp. primarily to demonstrate the possibil- 
ties of producing tung oil in the United States. 

The “honeymoon” ended in 1948 when the Bureau of Raw Materials 
for American Vegetable Oil and Fats Industries filed a brief against 
the invokement of the Antidumping Act of 1921 by the tung industry 
in an effort to halt flooding of the American market with cheap 
Chinese tung oil. 

Apparently the paint-and-varnish industry is now only concerned 
with the lowest possible price tag on the raw materials they use 

while enjoying high tariff on their manufactured goods. The three 
aces mentioned organizations have published a number of booklets 
on tung. 


WHY TUNG MUST HAVE GOVERNMENT SUPPORT AND PROTECTION 


Aid and protection a necessity : Without a floor price and some cde- 
gree of protection the United States tung farmer faces ruin and bank- 
ruptey. A glance at the attached graph of tung-oil consumption, 
price, imports, and domestic production during the past 19 years 
clearly shows why the United States producer must have a stabilized 
product and be assured of a decent price or he will be forced to aban- 
don his orchards. Some have already done so. No farmer can con- 
tinue to grow a crop at a loss indefinitely. 


38490—54—-pt. 20 3 
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(a) The tung industry is at present without any import controls 
or restrictions and the support program is the only protection 
afforded. 

(6) Large dumpings of foreign tung oil on the United States mar- 
ket and widespread speculation in tung oil by large importers and 
various companies follows immediately when United States Govern- 
ment support is not in effect. 

(c) The United States tung farmer cannot compete with peon or 
coolie labor. 

(7) Competitive vegetable oils, namely, linseed, cottonseed, and 
soybean, are supported at 80 to 90 percent of parity. 

(e) The complete disappearance of tung oil from the market dur- 
ing the war years, when the Armed Services utilized every drop, plus 
the uncertainty of supply and price during the postwar years, has cut 
the normal consumption of tung oil approximately 50 percent. 

(f) The present financial condition of the United States tung farm- 
ers and the complete uncertainty of the industry’s future have pre- 
vented publicity, advertising, etc., activities to regain previous users 
of tung oil and to expand consumption. 

It is no exaggeration to state that the United States tung producer 
has his back to the wall and after struggling for over 10 years under 
the most chaotic conditions is now looking to his Congressmen for 
fair play. 

(The chart is as follows :) 

Mr. Anpresen. We thank you very much for your helpful state- 
ment, Mrs. Morrisson. 

Mr. Garuines. Mr, Chairman, I would like to ask the lady a ques- 
tion. 

I recall in 1949, when the hearings were held on this subject, for 
support for tung nuts, it was stated ‘that so m: iny of the growers had 
gone into the business because they were encouraged by their govern- 
ment to increase the production and they went ahead and planted 
these trees. 

At that time there was a great need for every drop of this oil. 

Mrs. Morrisson. That is true. 

Mr. Garuines. What salary is paid in the mills and the other 
operational needs of the industry where about 15,000 people are em- 
ployed ? 

Mrs. Morrisson. Daily labor? 

Mr. Garuings. Yes. 

Mrs. Morrisson. I am an absentee landlord so I will have to ask 
someone else. 

Mr. Beebe can answer the question. 

Mr. Anpresen. Mr. Colmer, you can probably get the answer to 
that and put it in the record. 

Mr. Coutmer. Yes. 

Mr. Anpresen. If you would like to, Mr. Colmer, you may intro- 
duce the other witnesses and without objection, whatever statement 
they have prepared will go in the record because in a few minutes we 
have to leave. 

Mr. Cotmer. Mr. Chairman, thank you very much. We have no 
other prepared statements that I know of. 
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Mr. Beebe, the president of the Tung Growers Council, has Just 
come in. He testified before the Senate committee. If time permitted 
he wanted to explain the graph that is attached there. That is up to 
the committee to decide. 

Then we had Mr. Green, who is also here, from Bogalusa, La., but 
he says he will not take the time of the committee. 

We would like to note his presence—Mr. Chester Green. 

If the committee has the time to hear Mr. Beebe for a moment to 
explain this graph, I think we could wind up. 

Mr. Anpresen. If they want to put something in the record after- 
ward, they may do so. 

Mr. Cotmer. That will be all right. 

Phe Cuamman (presiding). I do not think it would be possible to 
get the committee back here today. If they want to take 10 or 15 
minutes in the morning we can limit them to that time. 

We cannot go any further because we have four witnesses on the 
list for tomorrow. 

Mr. Coumer. Mr. Chairman, we appreciate what the committee is 
up against here. So far as the industry is concerned, we are satisfied. 
If the committee wants us back here in the morning to answer any 
questions, we will be happy to be here. 

Mr. Anerneruy. Mr. Chairman, | would like to say to Mr. Colmer 
that we hate to see witnesses come such a long way and then not have 
an opportunity to be heard. 

I have just stepped over and suggested that to the Chair, that we 
give them some time tomorrow. As the Chair suggested, we will 
leave it up to you. 

Mr. Cotmer. We are satisfied. 

The Cuatrman. I am sure the witnesses all understand that we 
expected to have a full 2 hours for this group but the fact that the 
House is meeting at 11 o’clock, which is unusual, has changed that. 

Mr. Coumer. May I pass it back to the Chair and say that if the 
Chair w _ us here tomorrow to answer any questions, we will be 
happy to be here. Otherwise, we are willing to leave it with the 
committee, 

The CuatrmMan. Let’s consider the hearing as closed then. We do 
have four witnesses tomorrow. 

Mr. Gariincs. They have developed a good case, Mr. Chairman. 

The CuarrmMan. Iam sure they did. You will be here, Mr. Colmer, 
any time that we want to get in touch with you about any questions, 
and we will. 

Mr. Cotmer. Thank you, Mr. Chairman. On behalf of the other 
Members of Congress who are interested, on behalf of all the associa- 
tions and the industry generally, may I express our deep appreciation 
for your very considerate attention. 

The Cuatrman. We appreciate your being here. We will hold 
the hearings open for a few days. If anyone wants to submit an addi- 
tional statement that can be done. 

Mr. Hertone. I had some questions to ask, but I got my answers 
from the witnesses by talking to them privately. If we have any 
further questions I am sure they will be available to us. I am per- 
fectly satisfied that they made a wonderful case. 
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The Cuarrman. We appreciate your being here today. I assure 
you that everything that you put in the record will be brought to the 
attention of the committee for their consideration. 

Mr. Cotmer. Thank you very much. 

(The following statement was submitted to the committee :) 


STATEMENT OF JOHN B. GorDON, SECRETARY OF THE BuREAU oF RAW MATERIALS 
FOR AMERICAN VEGETARLE OILS AND FATS INDUSTRIES 


Chairman Hope and members of the House Committee on Agriculture, this 
brief is submitted in support of section 202 of SS. 8052, which if en 
law would remove mandatory support prices from tung nuts and tung oil by 
deleting the words “tung nuts’ from section 201 of the Agricultural Act of 


acted into 


1940. The removal of the requirement for mandatory supports Was recommended 
in the President’s message of January 11, 1954, to Congress on the subject of 
the Nation’s agriculture. The removal was also recommended by the Presi 


dent’s Agricultural Advisory Committee. We support the recommendation be 
cause we believe it to be in the best interests of both tung-oil producers and 
cohbsumers 

Tung oil is the most satisfactory oil produced in nature for spar varnishes 
It will not “check” and it is resistant to hot wate Normally when tung oil 
Was competitive in price United States consumption was around 120 million 
pounds per annum. Due, however, to high relative prices for tung oil lately 
and at cther times primarily as a result of the mandatory price support, sul 


stitutes made from linseed, soybean, und fish oils along with a variety of 
chemical substitutes have come into widespread use. In the past 6 mouths it 
has become apparent that the nandatory support program priced tung oil out 
of the market The annual rate of consumption was reduced to 48,505,000 
pounds in the 1952-58 crop year. In the 1951-52 crop year the dumestic rate 
of consumption was ouly 50,539,000 pounds. Recently United States consump 


tion as reported by the Bureau of the Census las been at the rate of about 42 to 
43 million pounds per annum. 

Under the present system of mandatory supports at 60 to 90 percent of parity 
under section 201 of the Agricultural Act of 1949, tung oil is priced out of the 
competitive range with linseed, soya, and fish oils even at the minimum sup 
port price. Witness the situation which existed during the calendar vear 19538. 
Tung oil was supported at 26.5 cents per pound. It was obliged to compete 
with substitutes made from linseed oil selling at an average price of about 15 cents 
per pound, soybean oil selling at an average price of 12.4 cents per pound and 
fish oils selling at 7 cents per pound. Flaxseed of the 1952 crop was supported 
at SO percent of parity or about $4.05 per bushel for No. 1 flaxseed, Minneapolis 
basis. Support was continued at 80 percent of parity for the 1953 crop but has 
been reduced to 70 percent for the 1954 crop—a reduction of 65 cents per 
bushel, equal to about 3 cents per pound of linseed oil. Soybeans were sup- 
ported at 90 percent of parity ($2.56 per bushel) for the 1952 and 19528 crops. 
This has been reduced to 80 percent ($2.22) for 1954. Fish oil has no support 
price. The reductions in the support levels for flaxseed and soybeans will 
further accentuate the disparity in relative prices and accentuate the trend 
away from tung oil with consequent piling up of tung oil in CCC inventories 
and consequent permanent loss of market to tung oil. 

The average price of tung oil during the war years and the immediate post- 
war year of 1946 was 38.9 cents per pound. The average annual consumption 
in these 3 years Was only 22,804,000 pounds. 

During the next 4 years tung oil supplies were more abundant and the average 
price was 25.1 cents per pound. The average annual price of linseed oil (which 
was likewise in short supply during most of this 4 year period) was 25.5 cents 
per pound, Soybean oil was 17.7 cents per pound and fish oils 13.72 cents per 
pound. It can be seen that during the 4-year period the price of linseed oil, the 
most formidable competitor of tung oil, was practically identical with that of 
tung oil. During these 4 years tung oil consumption averaged over 112 million 
pounds. (In calendar 195% tung oil was above the price of linseed oil and tung 
oil consumption dropped to only 49 million pounds.) Soybean oil was only 7.4 
cents below the price of tung oil in the 4-year period. Fish vils were 11.38 cents 
below the per pound price of tung oil in 1947 to 1950. 

The average annual price of tung oil during the latest 3-year period (1951-53) 
was 34.9 cents per pound. During this period the average price of linseed oil 
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was 16.6 cents per pound. Tung oil was thus at a competitive disadvantage of 18.3 
cents per pound as compared to linseed oil. Soybean oil with an average annual 
price of 13.4 cents per pound during the 3-year period had tung oil at competitive 
disadvantage of 21.5 cents per pound. Fish oils with an average annual price of 
10.3 cents per pound enjoyed a competitive advantage of 24.6 cents per pound. 
The wide disparity between the prices of these oils as well as those of other com- 
petitive drying oils such as dehydrated castor, oiticica and safflower had con- 
siderable influence in reducing the average annual consumption of tung oil to 
55,135,000 pounds. 

The foregoing comparisons show that as the price of tung oil becomes remote 
from the range of competitive price relationship with other domestic drying 
oils the domestic consumption of tung oil declines. We believe that we have 
demonstrated that it is impossible to maintain the domestic consumption of tung 
oil at the normal rate of in excess of 100 million pounds per annum under man- 
datory price support with a minimum of 60 percent of parity. 

The initial source of tung oil was China, indeed the oil is generally known 
as China Wood oil. Three successive wars have therefore served to catapult the 
price of tung oil to unrealistic levels. The first of these wars was the Sino- 
Japanese war which began in 1937. World War II came next and before its 
effects wore off came the war between Nationalist China and the Communists 
terminating in the total exclusion of tung oil of Chinese origin as China moved 
into the Communist orbit. Price disparity between tung, linseed and soybean 
oils in the last year which was free from war stimulus (i. e. 1934) was prac- 
tically nonexistent. Tung oil in that vear was priced at 8.9 cents per pound and 
linseed oil at 9 cents per pound. In other years when the world was at peace 
and adequate supplies were available the prices of tung oil and linseed oil were 
ordinarily on a basis of close price relationship. During these years the con- 
sumption of tung oil ran well over 100 million pounds per annum. (For com- 
plete information on prices of tung oil and competing drying oils reference should 
be made to table No. 1 accompanying this presentation.) 

The inevitable result of the continuance of mandatory supports on tung oil 
will be the limiting of the annual consumption of tung oil to less than 50 
million pounds as exemplified by the average annual rate of consumption in the 
last 2 calendar years 1952 and 1953. No larger consumption can be expected as 
long as tung oil is priced out of competition with linseed, soybean, fish and other 
domestic drying oils. Indeed, consumption at such unrelated price levels will 
more likely decline further. 


MISAPPREHENSIONS AS TO STRATEGIC USE OF TUNG OITI 


I now wish to discuss a misapprehension in some quarters that tung oil is 
a strategic raw material of importance. Such misunderstanding as has arisen on 
this score could best be cleared up by the Committee on Agriculture directing an 
inquiry as te the defense needs for tung oil to the Denartment of Defense or to 
the Office of Defense Mobilization. The material which these agencies possess on 
such subjects is of classified nature and is not available to private individuals. 
Such information would of course be available to committees of Congress. 

We are authorized however by an official of the Office of Supply and Logistics 
of the Department of Defense to quote the following statement. 

“Tung oil was originally on the list of materials marked for strategic stock- 
piling (1947-48) at that time by the Munitions Board. However a study was 
made comparing the amount of tung oil available from domestic production 
with the requirements for defense needs. (Deductions were made for possible 
losses from frost damage to the domestic production). As a result of the 
study made at that time it was decided that stockpiling was not required as all 
defense needs could be met from domestic production.” 

In order to evaluate this foregoing statement reference should be made to 
table No. 2 accompanying this presentation. It will be noted from the second 
column headed “Domestic Production” that the production of tung oil in the 
United States in the 1946-47 crop year was 14,400,000 pounds. The domestic 
production in the 1947-48 crop year was 16,012,000 pounds. These are the two 
crop years which would have been under observation when the decision not 
to stockpile tung oil was reached by the Munitions Board during the calendar 
years 1947 and 1948. About the only tangible observation which we can make 
without access to the Munitions Board files (which this honorable committee 
ean obtain) is to state that the maximum quantity of tung oil required for 
defense needs is not in excess of 16 million pounds per annum. 
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It is however our guess that the actual amount of tung oil required for defense 
needs is a far smaller figure than 16 million pounds per annum. We know of 
only two formulations where tung oil would have been required for defense 
purposes during the period covered by the Munitions Board study (1947-48) 
when the decision was reached not to stockpile tung oil. One of these was for 
brake linings the other was battery cable insulation. We do not know the 
amount required for either purpose but assume that the quantity was relatively 
small. Nor do we know that tung oil would be considered nex essary for either 
use at the present time by the Office of Supply and Logistics, the successor to 
the Munitions Board. 

It should be borne in mind that at the time it was decided by the Munitions 
Board not to stockpile tung oil that castor beans were not being grown in the 
United States, whereas they are now being grown in the United States in con- 
siderable quantity (53 million bushels in 1953 from which nearly 25 million 
pounds of castor oil will be produced). Dehydrated castor oil will fill many of 
the uses for which tung oil is employed. The price of dehydrated castor oil 
on today’s market is 20.1 cents per pound as compared to 23.5 cents per pound 
for domestic tung oil. The point we wish to make is that had domestic supplies 
of castor oil been available at the time the Munitions Board investigated and 
decided adversely against stockpiling tung oil it probably would not have even 
bothered to give consideration to the stockpiling of tung oil because castor oil is 
commonly much cheaper. 

It is to be noted that approximately 14% million pounds of tung oil acquired 
by CCC from the 1949 tung crop was sold in 1952, with coneurrence of United 
States Defense agencies. Had there existed any real defense need for tung 
oil, these government stocks would not have been sold on the open market for 
unrestricted use while hostilities were still going on in Korea. 

It is our belief that this honorable committee should arrive at a decision in 
respect to whether mandatory supports should be removed from tung oil as 
recommended by the President and as proposed in section 202 of S. 3052 without 
consideration of the representations that tung oil is required for defense needs. 
If such defense needs exist under present day conditions when so many fairly 
satisfactory and cheaper substitutes for tung oil exist, they are bound to be 
very small and the limited requirements will be forthcoming irrespective of 
whether or not mandatory supports are retained. 


CHANGE IN COST OF PRODUCTION FACTOR 


The Committee on Agriculture may desire to take into account cost of pro 
ducing tung oil in reaching its decision as to the continuance of mandatory sup- 
ports on tung oil. If such be the case, Marketing Research Report No. 10 of the 
United States Department of Agriculture, Production and Marketing Adminis- 
tration, Fats and Oils Branch, is recommended for study as to processing costs 
by the technical staff of the committee. Attention is called to the fact, how- 
ever, that since this study was published in 1952 solvent extraction has been 
established in the tung-growing area. At the time Market Research Report 
No. 10 was published in 1952, solvent extraction was used only for extracting 
tung oil from the “foots.” The nuts were crushed by the use of screw presses. 
It is understood that with the full support price being paid on tung nuts by 
different mills operating with the two different methods of extraction, the oil 
produced by the mill utilizing the solvent extraction process can materially 
undersell its competitors. Moreover, it is capable of producing and marketing 
tung oil at a price below the support price of 23.9 cents per pound. 

As to the cost of production of tung nuts, there appear to be no official data 
available. Several estimates have been made. All of them show the cost per 
acre to be between $50 and S60 per acre, including expenses incident to delivery 
of tung nuts to the crushing mill. 

There is attached for information of the committee a book entitled “A Prac- 
tical Textbook on the Culture of Tung Nuts,” written by Claude BE. Beebe and 
Sam R. Greer, and published in 1951 by Tung World Publishing Co., Gulfport, 
Miss.—exhibit I. (Mr. Beebe testified before the Senate Agriculture and For- 
estry Committee on April 1 in behalf of the Tung Growers Council. A state- 
ment identical to Mr. Beebe’s was presented to the House Agriculture by 
Hamilton Morrison.) Mr. Beebe is described on the flyleaf as a skilled techni- 
cian on tung oil grove management. We also attach copy of March Tung World, 
on page 8 of which is an advertisement showing that Mr. Beebe is also a real- 
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estate broker—exhibit II. The book which he coauthored presents data, on 
pages 36 and 37, showing net income from tung nuts at 60 and 75 percent of 
parity which is at variance with his testimony on April 1. The table for a gen- 
eral farmer converting to tung nuts shows net income per acre from the 9th 





through the 16th years ranging from $54.69 to $169.98. It is noteworthy, also, 
that the book shows an average yield of 2.25 tons per acre for mature orchards 
fter allowing for frost damage 


' 


We submit that this is quite a nice return from land which Messrs. Beebe and 
Greer state is readily available at $10 to $20 per acre, especially since other 


f ts from the Tung Belt indicate new varieties of tung trees are now avail 
ble which produce from 3 to 4 tons per acre It should be considered that the 
tung farmer makes profitable use of the tillable area between the rows of tung 
trees which adds to his total income per acre 
rhese data raise a real question as to whether those domestic tung producers 
l re represented by the spokesmen who appear before the Agriculture Com 


mittees are interested in maintaining and expanding production to supply fairly 
substantial requirements at competitive price relationships, or are they more 
concerned with farming the Treasury through continuing price supports at 
rd for the needs of Consumers? 
It is of passing interest that the Tung Council’s brief is captioned “A Brief in 





unrealistic price levels with complete disreg 








Favor of Government Support of the Domestic Tung Industry 
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TABLE 2.—Tung oil: United States supply and ad sposition, calendar years 1935 
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The CratrMAn. The committee is in recess until 10 o’clock tomor- 
row morning. 

(Whereupon, at 11:13 a. m., the committee was adjourned, to re- 
convene at 10 a. m., Friday, April 2, 1954.) 


ee: 











LONG RANGE FARM PROGRAM 


FRIDAY, APRIL 2, 1954 


Hovusr or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, dD. c, 


The Committee met, pursuant to recess, at 10 a. m., in room 1310, 
New House Office Building, Hon. Clifford R. Hope (chairman) pre- 
siding. 

Present: Representatives Hope, Andresen, Hill, Hoeven, Dague, 
Harvey, Lovre, Williams, Harrison, Poage, Gathings, Abernethy, 
Albert, Thompson, Jones, and Herlong. 

The CuarrmMan. The committee will come to order. Before we call 
the first witness the Chair would like to ask unanimous consent to place 
in the record two statements, one made by Mr. L. C. Carpenter, the 
commissioner of agriculture for the State of Missouri, and the other 
a statement contained in the South Dakota Wheat Grower, which 
has been submitted by our colleague, Mr. Lovre. If there is ne ob- 
jection those two statements will be made a part of the record at this 
time. 

(The documents referred to above are as follows :) 

- 
DEPARTMENT OF AGRICULTURE, 
STATE OF MISSOURI, 
Jefferson City, March 30, 1954. 
Hon. CuLirForp Hope: 
Chairman, House Agricultural Committee, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Hope: I am advised by Mr. Fred Heinkel, president of the 
Missouri Farmers Association that you would permit the inclusion of my state- 
ment in the committee record inasmuch as it was not possible for me to be present 
at the committee hearing. I appreciate very much the courtesy you have ex- 
tended me in this matter. I might say, further, that we feel in Missouri that 
you are a true friend of agriculture, and that you and your committee are honest- 
ly working toward the best interest of farmers. 

With kindest personal regards, I am 

Sincerely yours 
L. C. CARPENTER, Commissioner. 


STATEMENT BY L. C. CARPENTER, COMMISSIONER OF AGRICULTURE, STATE OF MISSOURI, 
JEFFERSON CITY, Mo. 


My name is L. C. Carpenter. I live in Jefferson City, Mo. I am commissioner 
of agriculture of the State of Missouri. I also operate a dairy farm and a drug- 
store at Trenton, Mo. 

As State commissioner of agriculture, as well as a farmer, I deem it to be my 
duty to give you what information and impressions I have on the farm situation 
in my State. 

The farmers of Missouri are experiencing a depression, which has been gradu- 
ally deepening since 1952. Their plight has been aggravated in Missouri, of 
course, by a serious drought. Farmers have been compelled to reduce their 
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expenditures for farm supplies, machinery, dry goods, and all other items that 


farmer! IS¢ This retrenchment by farmers is being felt by the merchants in 
whos and cities I know the situation at first hand, because, as men- 
ed, Iam both a farmer and a businessman in town. 

] 1 also concerned personally about the decline in farm income because for 
14 vears I was State administrator of the Farmers’ Home Administration in 
Missouri during which time we helped thousands of farmers get on their feet 
financiall It is tragic to me to now see some of these people who were helped 
by FHA in financial trouble 

As commissioner of agriculture, it is my duty to constantly meet with farmers 

isinessmen throughout the State The stories they tell me about their 
eco! ¢ plight are uniform. Farmers and businessmen in Missouri are much 
di ized because of the growing depression in agriculture. 

Their anxiety has not been relieved by the administration's flexible price pro- 
posa I think that perhaps one good reason their anxiety continues is that 
they have recently seen a glaring example of what it means for farm prices to 


declit » 75 percent of parity. I refer to the cattle situation, As the gentlemen 
of t committee know, farmers have recently suffered a terrific decline in 
ive ry values of cattle. Last month cattle prices were 75 percent of parity. 
The se of a farm family I know in north Missouri will give you a striking 
exam] of what this means to farmers. This family I speak of homesteaded 


the land they now operate in Missouri, and up until last vear the land had never 
been mortgaged. The present member of the family has long been in the cattle 


bu es and for the first time sin he farm was homesteaded, the farm now 
has a 315,000 mortgage on it 
Another example that causes farmers and businessmen of Missouri to take 


a dim view of the flexible price support plan is the current situation in the dairy 
busines ‘the decision of the Secretary of Agriculture to allow dairy products 
prices to fall to 75 percent of parity has been causing milk prices to decline. 
They are expected to drop between 50 and 55 cents per hundredweight by April 
1; in other words, to 75 percent of parity. Thousands of dairymen in Missouri 
have heen barely hanging on during the past 2 vears because of the severe and 
prolonged drought, as well as because of declining farm prices. The decline in 
dairy prices will now bring financial ruin to many of them 

| think farmers generally have recognized that the 90 percent of parity support 
program has been of considerable value, Of course, farmers like businessmen 
and others have worried about some of the surpluses. From where I sit at Mis- 
souri’s State capitol, it looks as if the principal flaw in the program has been a 
lack of provision for channeling surpluses into consumer markets. Another flaw 
is that the supports have been at only 90 percent of parity and that they have 
been on too few commodities 

Missouri farmers have convinced me that they believe their economic problems 
can be solved by Congress enacting legislation calling for 100 percent of parity 
supports on farm products, including perishables 

It seems to me that several means would have to be employed in order to do 
this. In the case of perishables, I think a stamp plan of some kind should be 
employed, which would enable low-income groups to consume that small portion 
of perishable products which are surplus and thereby depress prices. It seems 
to me that if the small surpluses of perishables could be consumed, farmers would 
receive approximately 100 percent of parity in the market place for their pro- 
duction as a result. I believe that if the surplus perishables were consumed this 
would go a long way toward solving the whole farm problem. Good prices for 
livestock and related products would mean increased consumption of grains by 
livestock and poultry. 

Of course, in the case of some crops, like wheat and cotton, an adjustment in 
production would have to be made in order to more nearly fit production to 
domestic demand. I am hopeful that we can also export some of our surpluses. 

In addition, it seems to me that it would be wise if the Government would 
establish a national food reserve, in the manner that we stockpile war supplies. 
it oceurs to me that having a stockpile of food is quite as important as having 
a naval oil reserve in Alaska or California, for example. 

However, such a national food reserve ought not to be allowed to depress 
farm prices, nor should it be charged against any farm program any more than 
the naval oil reserve is charged against the oil industry or is allowed to depress 
the price of crude oil or the retail price of gasoline. 

Lately I have been reading about the growing unemployment in this country. 
I believe it is a direct result of the farm depression. If this is true, a solution of 
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the farm problem will mean a solution of the unemployment problem; and, I feel 
sure, with much less expenditure of Federal funds than would be required for 
made-work projects. I suggest, too, that if the farm depression is not halted 
and agriculture not restored to a healthy condition, the Federal Government will 
lose many times more in taxes not paid than would be the cost of a stamp and 
price-support program. 

The needs of agriculture are practically insatiable. For example, farmers 
use for steel than the whole automobile industry. The handling, transportation, 
and processing of farm products as they move from producer to consumer is 
responsible for the employment of a large part of the Nation’s workers. Agri- 
culture is the Nation's basie industry and, so far as I know, there never has been 
a nationwide depression when farm income was good with farm prices at or near 
full parity. If the Congress will enact laws to give farmers 100 percent of 
parity, which is only their fair and proper share of the national income, not only 
will the so-called farm problem be solved, but the Nation will also be guaranteed 
against a costly depression. In addition, agriculture will be enabled to stay 
healthy and to keep expanding as the population increases. 

I deeply appreciate this opportunity to present my views to this committee, 


CONGRESS OF THE UNITED STATES, 
Hovusrt oF REPRESENTATIVES, 
Washington, D. C., April 1, 1954. 
Mr. GEORGE REID, 
Clerk, House Committee on Agriculture, 
Vew House Office Building, Washington, D.C 
DeAR GEORGE: Enclosed is a printed letter to Secretary Benson from Mr. C. W 
Croes, manager of the South Dakota Wheat Growers Association of Aberdeen, 
S. Dak 
Mr. Croes asked that I have this letter included in the printed hearings on the 
farm program 
Thank you very much. 
Cordially, 
Harotp O. Lovre. 
Hon. Ezra Tarr Benson, 
Seerctary of Agriculture, 
Department of loriculture, 
Washington. D. C. 


Dear Mr. Secretary: This acknowledges your letter Mareh 5, enclosing 
copies of part of the President's message to Congress, und your testimony given 
to the Senate Agricultural Committee. 

First, let me express the fullest confidence in the sincerity of your efforts to 
deal with this problem. 

Having spent considerable time in Washington in connection with this same 
problem at different times during the past 80 years, I am fully aware of the blast 
of public opinion and confusing cross current of ideas which you have had to 
encounter, and in this you have my fullest Sympathy in your endeavor to find a 
workable solution. 

Please bear this in mind where my comments may be out of harmony with the 
suggestions that you and the President have made. 

Please accept these comments as a sincere effort to comply with your request 
for constructive comments and criticism. The suggestions are based upon close 
observation of the programs over the period of the past years. 

Beginning with the President’s proposal to set aside a part of the accumulated 
surplus of agricultral products and his proposal for the use and distribution of 
them, we believe to be logical and highly desirable. 

A reasonable stockpile of food supply should be retained at all times to safe- 
guard the consumers need in wartime emergencies or hazards of drought or a 
combination of both. 

Going then directly to the propositionof price supports on agricultural products, 
leads us immediately to the proposition of control of production 


PRODUCTION CONTROLS 


Production controls in farm commodities is as vitally necessary as production 
controls are necessary in the output of our oil wells, the output of industrial 
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products in our major industries such as farm machinery, automobiles, and 
lumber indusiry. 

Most of these major industries being so few in number, the control can be 
accomplished mostly by mutual agreement. 

Due to numbers, this mutual agreement is not possible in agriculture, so that 
governmental regulations become a necessity. We are aware that the opposi- 
tion to farm support programs were disposed to refer to controls as regimentation 
of farmers. 

The overwhelming affirmative vote favoring this regulation when the farmer 
was given the chance to choose between reasonable control on one side and lack 
of price support on the other, quite effectively silenced the pathetic argument 
that the farmer did not want controls. 

Based on a widespread contact with the actual producer particularly over the 
wheat-producing area, the farmer will not only vote overwhelmingly favorable 
to production controls, but will favor by a substantial majority such measures as 
will effectively accomplish controls of production. Measures carrying with them 
sufficient penalty for violation to the end that controls will accomplish the limita- 
tion of such production to such amounts as can be intelligently used in our na- 
tional and international economy. 

We do not believe that we can express this issue too strongly. The opposition 
to control primarily does not emanate from the producer, but rather from those 
who hope to profit as a result of the farmers’ overproduction and distressing 
surplus. 

In your testimony you referred to the potato fiasco. There was no reason for 
farmers to have been encouraged or directed to harvest a volume of potatoes that 
was known to be far in excess of the public need. 

We have discussed this issue many times with many potato producers, and they 
have agreed that a bushelage allotment could easily and intelligently have 
stopped their harvesting operation at a point so close to the public need that the 
unusable surplus would have been unknown. The burden of harvesting and 
storing would have been avoided. An intelligent application of bushelage allot- 
ment at harvest time would have assured the consuming world of an ample sup- 
ply. There would have been no need of expensive and unnecessary destruction of 
harvested surplus. 

In fairness, we believe that the potato experience should be recognized as a 
blunder or error due to inexperience or lack of foresight, rather than proof that 
a support program was not workable. 

It is admitted that potatoes and other perishable products offer a somewhat 
different problem than do commodities such as wheat and corn, cotton and 
tobacco. 

That these first attempts should have run into some difficulty must not by any 
means be permitted to condemn them as unworkable. 

It might be remembered that the first steel plow did not work, it took many ex- 
periments and corrections to produce the modern moldboard that will scour in 
any soil. 

In practically all the publicity regarding this farm support, the picture is pre- 
sented from the exact opposite of the true fact, in that farm supports are referred 
to as a subsidy or a gift to the farmers. 

If the farmer is not given a support price giving him in that act some little 
benefit of our American protective policy, he is about the only American who is 
not subsidized. 

The justification for farm supports is that in the measure we compensate the 
farmer for the burden that we lay upon his shoulders in the increased overhead of 
his operation, due to our protective policy, our protective tariff, our minimum 
wage law, our 40-hour week, our time and a half for overtime, our industries of 
which our merchant marine is an example. Our merchant marine dare not leave 
our shores without a subsidy guaranteed to bring them back, for the reason that 
they cannot pay the overhead created by an American wage scale, an American 
standard of living, an American cost of overhead and compete with the freight 
and passenger rate charged by the marine of any foreign nation. 

The support price to the farmer only recognizes the burden that our American 
protective policy hangs on his shoulders. 


FLEXIBLE SUPPORTS 
This brings us to the proposal of a flexible support. 


The idea of a flexible price for the farmers return for his products, produced 
under the overhead of a fixed inflexible American standard of living, would be a 
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deception, a false promise that would definitely undermine first the agricultural 
and then the national economy. 

It would be, we believe, about as practical as a flexible dam in a river—one that 
would collapse when the pressure came against it, and would lift up and look like 
a dam when there was no pressure. 

Again we believe that the true story of the theory of a flexible support is born, 
consciously or unconsciously, of the wishful thinking of those who hope to pros- 
per through the movement, the processing or the consuming of the distress 
products. 

The proposals for reduction in the support price of farm products or a flexible 
support price, have come from those who buy the products on which they ask 
fiexible parity. The buyers of feed grain of the Eastern States advocate a 
90 percent parity or a 75 percent parity because they would like to buy their 
feed at a 10, 15, or 25 percent discount, which would give them, the buyer, a 
125 percent parity while giving the producer a 75 percent parity. 

Now this may sound rough, but it is a human characteristic. In this issue 
our mitional economy is too vital for any of us to surrender to our weakness in 
these characteristics. 

The cattle feeder has proposed that his neighbor, the feed producer, should 
be satisfied with a flexible price. Even the dairyman has at times protested 
that his neighbor producing feed should take a discount, but the dairy producer 
now, when faced with the discount on his own product is perfectly human, he 
doesn’t want to take it. 

No one seems to suggest that if the farmer is to take flexible prices or a 
25 percent discount on the sale of his products, that the agency transportation, 
the factories who supply the tractors, the oil companies who supply the fuel 
oil, the laborer who manipulates the transportation equipment and the process- 
ing equipment, why not all take a flexible reduction in the same amount? The 
national economy would then not be upset as it was in the 1920's, resulting in 
the panic of 1929 and contributing largely to the international trouble that 
followed. 

COST OF PROTECTIVE POLICY TO FARMER 


For some time we have been trying to find some source to supply a reasonable 
figure that would show the amount of burden that our protective policy hangs 
upon the agriculture industry, resulting in increased cost of operation, through 
higher priced equipment, priced behind our protective tariff, the price including 
the minimum wage scale, the cost of the 40-hour week, time and a half for 
overtime, applied from the time the steel leaves the mines, added to the freight 
bill, added to the costs of the jobber, the wholesaler, the retailer, margins to 
cover overhead, and all those items finally paid for by the farmer when he takes 
out his tractor, his plow, his automobile, his household furniture, the fuel which 
he now must use to operate the farm to keep in step with modern efficiency. 

We have been rather surprised that no one seems to have been concerned with 
these figures. In a letter from the National Industrial Conference Board in reply 
'o our request, they say, “We regret to say that we know of no place where 
this figure can be obtained.” 

In reply to a letter addressed to the Department of Agriculture through 
Senator Mundt, asking for that figure showing what our American protective 
policy adds to the farmers’ overhead, we receive five pages itemized in detail; 
the cost of the farm support program. but nothing dealing with the cost of our 
American protective policy of the farmer. 

This leads us back to our previous suggestion that in our approach to the 
problem of a fair price to agriculture, the producer of foods, we have given to 
the consuming public the impression that we are making him a gift of a subsidy, 
wholly unjustified. Is it not a fact that we are making a feeble half-hearted 
attempt to pay him an honest debt to compensate him partly for the burden of 
overhead that we hang upon his shoulders? <A burden that cost him something 
like $50 billion of hard earnings, representing his life savings in the period of 
1921 to 19347 Many billions more could be added to that undoubtedly, covering 
the 100 years prior to that period 


ECONOMY 


Another factor of more vital importance to the national economy and to the 
international welfare, is that a fair exchange exist between the basie branches 
of American life; American labor, American industry and American agriculture, 
Experience has proven it is the only method by which the three can continue to 
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exchange the products with one another and continue to supply each other’s 
needs with the bounties of each other’s labors. 

When any 1 of the 3 or any 2 of the 3 begin to extract from the third more 
han an equal or fair exchange, the resources of that third begin to be exhausted, 
as they were in the period of the 1920's. When the purchasing power of that 
third is sufficiently exhausted, the buying power gone, the products of the other 
two begin to pile upon the shelves, unemployment follows, and a panic will 
follow as it did in 1929 and all will suffer. 


PROSPERITY BUBBLE BURSTS 


D g the period of the twenties while approximately 70 percent parity ex 
change operated between agriculture and that of labor and industry, that ex 
change basis drew out of the resources of agriculture a sufficient temporary ad- 
antage to result in a bubble of prosperity in the period of 1925 to 1929. When the 
bubble burst and 2 years later the hungry and unemployed could be found in 

up lines throughout the Nation, wheat and corn were piled in ricks upon the 
prairi¢ The laborer had no money with which to pay even a price that would pay 
he freight from that farm on the prairie to the table of the unemployed 

We believe it is not the remotest exaggeration to say that a flexible price sup 
port for agricultural products contemplates a repetition of that tragedy, which 

iw agree would make the potato fiasco look like a very mild blunder. 

lt nterantional ter ns that the world faces today, we cannot afford a 
epetition of the shaken confidence in democracy that we experienced following 
our experiment through the 1920's with the proposition that American agriculture 


f 


s a foreigner, not entitled to the benefit of our protective policy. 

There were many prominent men at that time who were honestly of the convic 
on that while it was unfortunate for agriculture, a little rough on the farmer, 

nevertheless it was the cold fact that since the corn laws were passed in England 

in the later part of the 18th century, the business world had never found a 


Va 


Dp fair prices for food products at the same time keep labor contented 
vage scale that would permit industry to prosper. We know there are some 
» still hold to that conviction. It still plays a large part in the thinking and 


he propaganda attempting to beat down the farmers’ price to 10 percent or 25 
percent below a fair exchange for his needs. 

It is difficult to comprehend ‘how anyone familiar with the disastrous results 
of that experiment during the 1920's could recommend a repetition. 

Beside that we have the comparatively uniform prosperity of labor, industry, 
and agriculture during the past 15 years when an attempt was made to keep the 
exchange of goods between them on a fair and equitable basis. 

Even though the attempt was new and in many ways imperfect, so long as it 
maintained a fair exchange the Nation experienced the greatest prosperity that 
it has ever known 

rhe unemployed at the present time, striking first at the farm implement sec 
tions of the industry. with only a 10 to 15 percent reduction in the exchange basis 
of agriculture, gives a striking warning of what we can expect if that policy is to 
be applied 

The farmer has never asked that either industry or labor be content with 75 
percent of parity, so that he might have the advantage of 125-percent parity. 

Because of the hazards that go with farm operations, he might have found 
some good grounds for asking for some advantage. He has not done so. He has 
not asked the 40-hour week He will still be content with a 60- or an SO-hour 

eek, but for the good of the Nation’s economy, the safety of the world’s economic 
halance, we cannot afford to give him less than a fair exchange, not 90 percent, 
but 100 percent of parity 


The CuHarrmMan. On our list this morning we have Dr. Sanders listed 
as the first witness, but he is not here at this time. The next witness 
is here and I would like to have our colleague, Mr. Thompson, present 
him. 

Mr. Tompson. I am glad to introduce Mr. J. F. Hannay, a partner 
in the firm of Hannay Bros., cotton shippers of Dallas. I am doing 
this in behalf of my distinguished colleague, the Honorable Frank 
Wilson of Dallas, who is ill at home. He asked me to look after Mr. 
Hannay, and asked us all to hear carefully the suggestions that he has 
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to make from the point of view of an exporter. I commend him to 
the members of the committee. | am sure we will be interested 
what he has to say whether we agree with him or not. 

The Ciratrman. We are very happy to have you with us today, Mr. 
Hannay. We will be glad to hear your statement. 


STATEMENT OF J. F. HANNAY, PARTNER IN HANNAY BROS., 
COTTON SHIPPERS, DALLAS, TEX. 


Mr. Hannay. I have a prepared statement, Mr. Chairman. 

The CHairMan. You may proceed with your statement, Mr. 
Hannay. 

Mr. Hannay. Mr. Chairman and gentlemen, my name is J. F. Han 
nay. Lam a partner in the firm of Hannay Bros., cotton shippers, 
Dallas, Tex. First I should like to say that I appreciate very much 
being given an opportunity to appear before this committee. I should 
like especially to thank Mr. Clark Thompson. While I have little 
practical knowledge of farming or of farm products other than cotton, 
I have had 27 years’ experience in cotton merchandising, especially in 
the export business, and for this reason I hope I may be able to make 
some suggestions with regard to the farm prograin that may be worthy 
of — ration. 

I should also like to s: LN that I am not here to represent any organ 
zation. am a member of the Dallas Cotton Exchange and the New 
York Cotton Exchange and other cotton groups, but I am not sure 
that all other members would necessarily agree with what I have to 
say; so I prefer to come before you simply as a taxpayer who happens 
to have some expert knowledge of one angle of the complex problems 
with which you are faced. 

The present legislation governing cotton marketing has @iven rise 
to difficulties of which we are all painfully aware. The first is that 
fixed support pr ices have given our competitors in other eotton LTOW- 
ing countries a price advantage over us in world markets, so that in- 
stead of our cotton selling freely is piling up in the Government 
loan. Last summer I made a trip os J: es and England, which are 
the two best markets for Texas cotton, spending a couple of weeks in 
each country. Unless you actually have the experience yourself you 
can hardly imagine how depressing it is to be told everywhere you go 
that your customers prefer American cotton and would use it, but 
cannot do so because it is priced too high, a ry broker’s office I went 
to seemed to be full of samples from Brazil, East Africa, the Congo, 
Pakistan, Iran, Turkey, and it seemed like dozens of other cotton- 
growing countries, all of which were priced to make them more 
attractive than American. It seemed as if a mill would only use 

American as a last resort. For someone like myself, who tries to make 

i living by exporting American cotton, it was frustrating, to put if 
sniddi. Meanwhile, the cotton our customers should be spinning 
keeps stacking in warehouses at the taxpayers’ expense. 

The second trouble with our present system is that it fails to protect 
the small farmer, whom it is designed to help, and on the contrary 
seems to play into the hands of the large planter who is actually being 
pli aced by the Government in such a strong financial position that there 
is grave danger that he will eventually drive the small farmer out of 
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business. It is the large planter who is best able to take advantage 
of the loan: the small farmer seems to dislike the redtape involved 
and to prefer to sell on the open market. In Texas last fall it was 
obvious that substantial quantities of cotton were selling as miuc has $5 

. bale or more under the loan. This was mostly small farmers’ cotton. 
Thus. the grower was not even getting 90 percent of parity much less 
the 100 percent of parity to which he has reason to think himself 
entitled. 

Finally, our present system of fixed price supports is an ever-in- 
creasing burden on the taxpayer. It is fashionable, even among Con- 
vressmen, to say that the cotton program has cost the taxpayer noth 
ing, but when looked into carefully it becomes clear that this is a 
half-truth at best. The history of the cotton program during the 
1930's and 1940’s was that the taxpayer was called upon to provide 
money for acquiring cotton at a time when the dollar was worth 100 
cents; at a time, that is, when the average taxpayer had to work about 
2 hours to make $1. In round figures, by the time World War II 
began, the taxps ver had acquired 10 million bales at a cost in hard, 
prewar dollars of about $500 million. 

After the war and inflation had taken place this cotton was disposed 

for cheap, depreciated dollars, each of which could be earned by 
the average taxpaver in less than 1 hour—dollars which were worth 
only half of the value of those which had been expended. The tax- 
payer was handed back the face value of his money and told by a 
benevolent government that he had broken even. But. of course. he 
had not broken even: he had lost almost half his investment. <A|]- 
though the figures on the books may have balanced out, in real human 
terms of sweat and sacrifice the prewar cotton program was one of the 
most costly deals ever put over on the taxpayer 

At the present time the costs are still mounting. There are between 
7 and & million bales in Government hands right now—lI believe it 
is over 8 million—which are costing 7 or 8 million dollars a month in 
carrying charges. Of course, if there is another inflation this cotton too 
may be sold out for still further depreciated dollars, whereupon the 
taxpayer will again be told that he has broken even. But actually he 
will be losing he avily. If there is no further inflation it seems inevi- 
table that the losses on these enormous and ever-increasing stocks will 
be astronomical. 

The administration sees clearly the follv of the present fixed price 
supports. Both the President’s farm message and Secretary Benson's 
speeches have shown their awareness that a change must be made. 
All sorts of experts have been called upon to make suggestions. Never 
theless, the upshot has been disappointing. After deploring the weak 
nesses and dangers of the present svstem, the administration seems 
to have nothing to suggest in the way of radical change. They 
seem to propose that the present system, bad as it is, should remain 
virtually unchanged for several vears and then made less bad by not 
ovel "> percent per annum. 

To the taxpayer who must foot the bill this seems a feeble and half- 
hearted approach. What he needs is a drastic change made quickly— 
a2 complete break with the past. Merely to make things less bad by 
5 percent per annum is not enough. There must be a new approach 
to the problem. 
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It seems to me that there is only one approach that gives hope of 
solving all three of the main problems at once: that is, allowing 
cotton to sell freely in world markets, assuring a decent return to the 
small farmer and at the same time keeping the cost to the taxpayer 
within bounds. 

What we should do, and what I think in the long run we are going 
to have to do, because there is no other solution, is quite simple: it is 
to give help where it is needed and to quit viving help where it is not 
needed; in other words, assist small farmers, but not large ones. 

Large planters are in the business of raising cotton strictly as a 
business to make money, in exactly the same way as a manufacturer 
of locomotives or bobbypins. We do not think that a manufacturer 
of locomotives or bobbypins should be guaranteed a minimum price 
by the Government; he has to take his chance in the open market. A 
large cotton planter is a manufacturer of raw cotton. Why should 
he not also take his chance in the open market? If he fails to make 
a go of it, why should he expect the taxpayer to bail him out ! 

According to a recent announcement by the Department of Agri- 
culture there were 5 cotton growers in Texas who received on their 
1953 crops an average loan of $219,440 apiece and 5 in California 
who received an average loan of $649,335 apiece. In other words, 
over a million dollars out of the taxpayer’s pocket went to 5 planters 
in Texas and over 3 million to 5 planters in California. When we 
think of the deductions made from small wage earners’ paychecks for 
tax withholding—as much as $3 or $4 out of a $50 check—doesn’t it 
seem monstrous that $4 millions of this money should go to just 10 
planters? It isthe kind of injustice that cannot be allowed to continue 
without endangering all farm programs of whatever nature. In fact, 
the voters would surely have put an end to this system already if they 
had been alerted to what was going on. 

On the other hand, few taxpayers would grudge the money to help 
out the small family-sized farm. Everybody knows that small farm- 
ers have tough sledding. Even 90 percent of parity is by no means 
too much to keep the family-sized farm in being. The small farmer 
does not regard himself primarily as a businessman. Naturally, he 
wants to make as much nx oney as he can. Nevertheless, primarily he 
is on the farm, not as a business, but as a way of life. It is a way 
of life that has always been held in respect in this country. There 
are millions of city people who look back to their childhood days on 
the farm with feelings of nostalgia. It is strongly felt that the small 
farm as a way of life is worth preserving as part of the national 
heritage. 

A program to help the small farmer while at the same time solving 
the problem of cotton marketing could be quite simply worked out. 

First, we must allow cotton to sell freely for what it is worth. 
Only in this way can we win back our foreign markets and put an 
end to the ridiculous spectacle of bales stacking in warehouses instead 
of going into consumption. The support price should be dropped 
to a low figure—say, 50 or 60 percent of parity. 

Then we should make a payment out of taxes on a small number 
of bales per farm. I would suggest 12 bales per farm. This payment 
should be enough to bring the return on these 12 bales up to a full 
100 percent of parity. The payment should be the difference between 
the spot quotation on the day the cotton is sold and 100 percent of 
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parity. In this way the family-sized farm would be kept.in being. 
Assuming his 12 bales averaged Middling 1546 inch in quality, the 
farmer might expect to receive a return of about 36 cents pe pound 
at present parity or say a little over $2,000 maximum. Since most 
farmers raise | than 12 bales, most of them would receive less, but 


at least their return might be enough to keep them solvent which is 
more than can always be said of the present system. 
There are about 1.096.000 cotton farmers now entitled to vote im 


tional referendums. These farmers would be those of record 
entitled to claim benefits. If a farm was subsequently divided up 
the title to benefits would have to be divided up likewise. 

Finally, measures ne have to be taken to see that farmers who 
now raise less than 12 bales did not greatly increase their production. 
The way to accomp ich this woul | be to hii ike the subsidy conditional 
upon acreage restrictions. Each farmer should be given his option 


ot acceptil g the subs dy or not. If he refused it he should be free 
to raise all he wanted to, taking his chances on the price. On the 
other hand, any farmer who accepted the subsidy would be subject 


to acreage controls. In general, large planters might be expected to 
refuse the subsidy because it would not be worth while for a man 
raising a hundred or more bales to submit to acreage controls merely 


to receive an additional payment on 12 bales. On the other hand, 
small farmers might be expected to choose to submit to acreage con 
trols in order to obtain a full 100 percent ot parity return. 

One of the main advantages of the plan would be that the Treasury 
would know in advance what its maximum lability would be. Con 
vress would not be called upon, as now, to pour more and more money 
at intervals into the bottomless pit of the Commodity Credit Corpo- 
ration. We might expect that some such amount as 5 million bales 
would have to be subsidized. Since the large planters raise the bulk 
of the crop the amount would hardly be larger than this. If the spot 
quotation averaged as low as 26 cents a payment of about $50 a bale 
would have to be made on these 5 million bales, or a total of $250 
million a year. 

With the spot quotation at 30 cents the cost would be about $120 
million. Thus the cost of the plan might be expected to compare 
favorably with the present system of fixed price supports, which runs 
to about $100 million a year in carrying charges alone, to say nothing 
of the inevitable losses when the Government stocks are disposed of. 

Put shortly the plan is to put an end to price supports for large 
planters in order to have enough money to give the small farmer a 
decent living. This would not be discriminating against or penalizing 
large farmers, for no imposition would be made upon them other than 
the removal of a gravy train: They would merely cease to receive a 
public handout. Anyone who has 300 acres in cotton is operating a 
plant worth $300,000. There is no justification for his expecting assist- 
ance from the taxpayer. 

The difference between the 300- or 3,000-acre plantation and the 
family-sized farm is more than a difference in size; it is a difference 

kind, in ways of life. The problems of the small farmer are so 
grave that unless he receives assistance he will be driven to the wall. 

In Russia the small farmer is considered inefficient and therefore 
has been done away with. The peasants have been herded into state 
farms or collectives, all in the name of efficiency. If we do not want 
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our small farmers to suffer a fate similar to the Russian peasants we 
must give them enough help to enable them to keep fone. We must 


remember that the small farmer is not a very articulate person. He 
is usually too busy making a living to have time to make his case im 
Washington. 


The plan | have outlined would be open to the obje tion that it would 
be subsidizing high-cost production. I think we must face the fact 
that small-farm production ‘s necessarily high-cost production. If it 
is to be kept going it must be subsidized in one way or another. 

It is being subsidized right now. The question is whether it is not 
better to subsidize it openly instead of indirectly, and whether it 
is not foolish, in trying to keep the small farmer in being, to sub 
sidize also his most formidable competitor, 

ears have been expre ssec that if fixed price sup ports are lowered 
or eliminated cotton - ices will fall catastrophically and permanently. 
Person: lly, I do not believe this is true over the long pull. What is 
keeping cotton prices down now is the aftermath of fixed price sup 
ports, namely unmanageable surpluses. 

At present every cotton producer in every cotton-producing country 
in the world knows that his price is guaranteed by Uncle Sam. 
Naturally he plants every acre that he thinks will make a profit at 
Uncle Sam’s expense. 

Why shouldn’t he? He has nothing to lose. If the price supports 
were removed or drastically reduced the farmers all over the world 
who are taking advantage of Uncle Sam's generosity would have to 
think again. Once the element of market risk was put back into cotton 
growing we might expect a considerable reduction in the size of crops 
outside the United States, 

Very likely the immediate effect of a free market in cotton would be 
lower prices while the trade all over the world adjusted itself to the 
new situation, but there is no reason why prices should remain de- 
pressed indefinitely. 

During the 1920's the price ot Middling 7/3 cotton averaged over 
21 cents a pound which would be equivalent in current depreciated 
dollars to about 40 cents. 

Once the world cotton trade had adjusted itself to a free market 
there is no reason why prices would not rise to the 40-cent level and 
stay there, allowing the surpluses to be worked off. The only thing 
to prevent it would be a worldwide business depression, and if we have 
another worldwide depression all bets will be off in any case. 

Finally I should like to emphasize that the present situation in 


cotton is grave and that something must be done about it soon. The 
current news from Washington seems to ornate that it is possible 
that nothing much is likely to be done in the near future. 


I should like to express to you my conviction aed if some drastie 
change is not made soon the cotton problem is likely to get out of hand 
to such a degree that it may be beyond cure. 

I hi ave outlined to you ap lan th: at woul | solve the wost cotton prob 
lems if it were adopted. I sincerely believe that it is only upon some 
such “dee as I have indicated that the difficulties can be worked out. 

Whatever you may decide upon, I earnestly hope that vou will not 
merely let things slide and continue going from bad to worse. Drastic 
action is needed and needed now. 

Thank you. 
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Mr. Anpresen. We thank you for your statement, Mr. Hannay. Mr. 
Hope will return in a few minutes and he did want to ask you a few 
questions. 

Mr. Anernetiry. In the meantime, may I ask a question, Mr. 
Chairman ? 

Mr. Anpresen. Let me make one observation first. 

On several occasions an effort has been made to reduce the amount 
of payments from the maximum of say $2,500 to any one farmer under 
the soil conservation program and get it as low as $500, so that you 
could spread out the benefits more to the small farmers that you have 
mentioned so clearly here in your statement. 

You are proposing, as I understand it, to give the small farmer in 
cotton, one who raises up to 12 bales, an advantage over the larger 
producers. Is that correct ? 

Mr. Hannay. That is what it would amount to; yes. 

Mr. Anpresen. The subsidies, if any, would be paid to these small 
farmers to protect their income, whereas the man who engaged in 
larger operations, say over 300 acres or whatever is required to pro- 
duce more than 12 b: iles, he would sell in the world market and at the 
world price without any advantages from the Government ? 

Mr. Hannay. Yes, that is what it would amount to. 

The Cuamman. Have you given any consideration to a two-price 
system on cotton? That is an export price and a domestic price, and 
letting the cotton that goes into export go at the world price and that 
part consumed domestically getting the benefit of price supports ? 

Mr. Hannay. Everybody in the cotton trade has been considering 
that. The difficulty is to see how it could be made practical; how it 
could be made to work. 

For instance, if a man raises 12 bales, are you going to say that 5 
of those bales are going to be sold domestically and if so, how are you 
going to decide which 5, and how are you going to make the domestic 
mill or consumer pay that higher price ? 

The CuarrmMan. Have you given any consideration to what has been 
called a certificate plan which has been discussed more in os 
with wheat than cotton but which I think could operate as well : 
far as cotton is concerned in a two-price system. That plan would ~ 
to give a farm allotment, whatever that farm’s share of the domestic 
consumption was, and the producer would receive a certificate which 
would cover his allotment as far as bales were concerned at the differ- 
ence between the support price, whatever that might be determined 
to be, and the going market price which presumably would be the 
world price. 

Of course you would have to determine that in advance. It might 
not be an exact figure. But it could be worked out so that all of your 
cotton would move into commerce at the world price and the farmer 
would receive a certificate which would be cashable and which would 
have to be purchased by the processor in order to process the com- 
modity for domestic consumption. 

In other words, it would be very much in principle the same as the 
Processing Tax we had back in the early days of the AAA. 

Mr. Hannay. It seems to me that the objection to the certificate 
plan is that the American mills would then be paying much more for 
their cotton than foreign mills would be. They ‘would certainly ob- 
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ject very vigorously to that. Also they would lose all the export 
business in finished textiles. 

The ¢ “HAIR MAN. The oy woul | hot necessarily have to do it because 
the plan would operate so that they would get a rebate if they had 
pure hased a certificate for that pi art the y were going to export. The *\ 
would not have to have certificates for th: at part of the product whie h 
W as exported. 

They would simply have to have certificates for what they were 
going to consume domestic: ally in this country. 

Mr. Hannay. As far as cotton shippers are concerned, our main 
interest is to see that cotton sells freely and to be given a chance to 
handle it. 

The Cuairman. The reason I was suggesting this, there is a con 
siderable amount of opposition to any program which requires 
payments directly out of the Treasury to producers. 

That opposition exists not only on the part of producers themselves 
but it exists I think on the part of the t taxpayers. If it were collected 
under some kind of a two-price plan so that it came from the con- 
sumers directly or indirectly so they would be paying an American 
price for that part that did not go into the world market, I think 
there would be less objection than there would be to a plan such 
you suggest where the payment came out of the Treasury, directly 
from the taxpayers. 

I wondered if you had given consideration to that plan. I take it 
that you have. 

Mr. Hannay. Yes. It seems to me that the objection to the cer- 
tificate plan, one objection, is that it is very complicated. 

The CHatrMan. | do not think it would need to be. Of course, 
your plan would be complicated in some ways. They are all more 
complicated than they sound in the beginning. I do not want to 
interrogate you any further on the matter. Perhaps some of the 
members here have questions. 

Mr. Abernethy ? 

Mr. Anernetuy. Mr. Hannay, I do not know whether I under- 
stand all your recommendations or not. 

That part which I think I understand I wish to ask some questions 
about. I particularly want to interrogate you about the statement in 
the last paragraph on page 1 and top of page 2. You say it is fashion- 
able, even among Congressmen, to say that the cotton program has 
cost the taxpayer nothing, and you support that with the statement 
to the effect that the cotton which the Government. has acquired back 
in the thirties was sold in the forties for an inflated dollar. That is 
all true. 

That is also true of my insurance, isn’t it ? 

Mr. Hannay. Yes. The point I am trying to make is that it is 
not true to say that the cotton program has cost the taxpayer nothing, 
but it has cost the taxpayer a lot. You may have lost on your insur- 
ance, too. 

Mr. ApernerHy. When you consider the inflation angle, you say 
that it has? 

Mr. Hannay. Yes. 

Mr. Apernetuy. Of course, I have not balanced the degree of in- 
flation against the amount that was paid for the cotton, or the amount 
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that it brought—I do not know whether your statement is exactly 
true or not—but probably you have made such a balance. 

[It is also true on your theor y that on the defense and savings bonds 
which have been purchased that the American people have lost money, 
too. 

Mr. Hannay. I do not say that they have lost money. They have 
lost. 

Mr. Anerneruy. What have they lost if they have not lost money 4 


Mr. Hannay. They have lost value. The ‘vy got back the face v: alue. 

Mr. Anerneruy. They lost purchasing power? 

Mr. Hannay. Yes. The y got back the face value of the money, the 
money was not worth as much. That is true of anybody. 


Mr. Anrrneruy. That is true of the entire economy from 1930 up 
through the forties until now, isn’t it? It does not apply only to the 
cotton program. 

Mr. Hannay. It still does not alter the fact that the cotton program 
was very costly indeed to the t: ixpayers. 

Mr. Aperneruy. Answer my questions as we go along, if you please. 
The illustration that you have used is applicable to the entire economy, 
not ust cotton. 

Mr. Hannay. No: I do not think that is true. If you had had real 
property before the war and kept it, your property would have exactly 
the same, or probably had increased value, after the war. 

When I sav increased value, I mean in real terms, not just in terms 
of dollars. 

Mr. Asernerny. Inflation has had the same effect upon real estate 
that it had upon the stocks of cotton which were in the hands of the 
Government in the thirties. It had the same effect, did it not? 

Mr. Hannay. Any kind of property brought more in terms of dol- 
lars affer the inflation: ves. 

Mr. Aperneruy. That is right. So would it not be just as accurate 
for me to take what you have offered as a criticism of the argument 
that the Government actually made money on cotton and apply it to 
every other item in our economy—real estate, automobiles, or any 
thing else, and say that they have not made but actually lost money ? 

Mr. Hannay. No; I cannot agree with you. Suppose you had real 
estate and you paid a thousand dollars for it. After the inflation you 
would have gotten $2.000 for it. 

Under cotton program we took on a lot of cotton, we paid S50 

i bale for it; we got about $60, say, so instead of the monetary value 
of th aeanaeee doub ling. it was sold for compare atively a small amount 
more, 

The profit in the cotton program amounts to something like $200 
million or something like that. does it not? 

Mr. Aperneruy. I understand it is about $260 million. 

Mr. Hannay. They are always bragging about the profit they made 
on the cotton. 

Mr. Anerneruy. They are not bragging about it. It is just a fact, 
isn’t it? 

Mr. Hannay. No, it is not a fact. 

Mr. Aspernetny. It is a fact that so far as dollars were concerned, 
round dollars—I am not speaking now of purchasing power as you 
have—as far as the dollars themselves were concerned there were 
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two-hundred-some-odd-million dollars more put back into the Treas 
ury than were taken out. 

Do you concede that ¢ 

Mr. Hannay. Yes. 

Mr. Apernetiry. And the Government got the money / 

Mr. Hannay. Yes. 

Mr. ANpresen. Will the gentleman yield ¢ 

Mr. ABERNETHY. Yes. 

Mr. ANpreseEN. Under the Marshall plan approximately between 
$1,500 million and $2 billion worth of cotton was given away and 
the money to pay for that cotton was taken out of the ‘Treasury, too. 

Mr ABERNETHY. Of course the vel tleman always likes to make that 
observation. | 

Mr. ANDRESEN. That istrue. It is true w ith wheat, dairy products, 
and everything else. 

Mr. Anerneruy. That is right. So do not just apply it to cotton, 


What do I understand the gentleman advocates? Does he advocate 


the complete elimination of price supports under cotton, or does he 
advocate a flexible program ‘ 
Nir. Hannay. What [I would really like to see is a complete aboli- 


TION ¢ f pl ice support. 

Mr. ABERNETHY. Have you evel raised cotton asa farmer ¢ 

Mr. Hannay. No. 

Mr. ABERNETHY. You just sell what the farmer makes / 

Mr. Hannay. Yes. 

Mr. ABernetuy. And that is cotton 4 

Mr. Hannay. Yes. 

Mr. Aperneruy. Where do you sel] youl cotton ¢ 

Mr. Hannay. All over the world. 

Mr. Anernetny. At what price do you want to sell it around the 
world? 

Mr. Hannay. We are in business to make money, naturally. 

Mr. Asernetuy. That is right. You want to buy cheap cotton, 
naturally, 

Mr. Hannay. Not necessarily, no. 

Mr. Anernetuy. Do vou feel that you could mat’.et more cotton 
around the world if you bought it cheaper ¢ 

Mr. Hannay. Yes, I think we could. 

Mr. Aserneriry. And if you could buy it cheaper and sell more 
you would make more ¢ 

Mr. Hannay. I doubt that, rather. Actually the records in the 
cotton business are that cotton traders tend to make more money when 
the price is high than when it is low. 

Mr. ABERNETHY. In other words, vou would be making a sacrifice 
if they took the price support out from under cotton ¢ 

Mr. Hannay. I do not say that, because we would be enabled to 
trade freely, which is what we want. I think our margin of profit 
might actually be lower. I donot know about that. 

Mr. Anernetiy. Let’s go back. If they took the price support out 
from under cotton you would buy cheaper and sell more ? 

Mr. Hannay. Yes. 

Mr. Asernetuy. How do you know you would sell more / 

Mr. Hannay. Cotton is a commodity for which there is a very last- 
ing demand. It is not like wheat. In wheat you just use so much 
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and if the price goes down you do not use any more. That is not true 
of cotton. If the price of cotton goes down, it immediately begins to 
replace artificial fibers and paper and jute and all kinds of other 
things. 

Therefore, to get the price down is most important 1f you want to 
increase the consumption. 

Mr. Aserneruy. I agree with you that it can compete probably— 
I do not know for sure—it can prob ably compete more competitively 
with its competitors at a cheaper price than it can at a higher price. 
There are a lot of things about that to be considered. I do not wish 
to consume all of the time with you because there are other witnesses 
who wish to be heard. 

But I do have 1 or 2 more questions. It is your theory, as TI under- 
stand vour statement, that if price supports were removed from cotton 
that the price of cotton would 0 down and that would discourage 
the production of cotton in other countries of the world 4 

Mr. Hannay. Yes. 

Mr. AnernetHy. Do I understand you to believe then that we can 
pre duce cotton cheaper than other nations can produce it? 

Mr. Hannay. Yes: I think we ean. 

Mr. ApernetHy. You think we can ? 

Mr. Hannay. I do not want to be too confident of that. It depends 
0! other things. 

Mr. Apernetiy. That is the thing we must be confident of ; isn’t it ? 
We must be confident about that. 

Mr. Hannay. I think wecanbe. Wehave much better facilities. 

Mr. Anerneruy. Then it is your understanding that we can pro 
duce cotton cheaper in the United States than they can in what othe: 
countries 4 

Mr. Hannay. Well, I would suggest Turkey just for one example. 
I think there are 63 different countries. 

Mr. Aserneriy. What is the average per capita income of the 
Turkish people today ? 

Mr. Hannay. I imagine it is very low. 

Mr. AserNeriuy. Well, give us another country now. What othe: 
country can you suggest t 

Mr. Hannay. Persia. Brazil. 

Mr. Anerneriy. What is the average per capita income, the average 
daily wage, let us say, of those countries ? 

Mr. Hannay. I do not know; but I imagine it is pretty low. 

Mr. Anernetuy. Give us the name of some other country. 

Mr. Hannay. Well, the Argentine. Egypt. 

Mr. Anernetuy. What about the average per capital income there 
and the average daily wage as compared with ours ? 

Mr. Hannay. It is below ours, yes. 

Mr. Aperneriuy. Now, even though the average daily wage and 
the average income of the working people of Turkey, Persia, Egypt, 
Argentina, Brazil, and other cotton-producing nations is lower, you 
still say that we can produce it cheaper than they can? 

Mr. Hannay. Yes. We can produce it cheaper than they can 
exactly in the same way that General Motors can produce a cheaper 
automobile than the Dutch or the J apanese. 

Mr. Anernetuy. All right. We had just exactly what you want 
before 1933 or 1934. 
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Mr. Hannay. We had a free market in cotton. 

Mr. Apernetruy. We had the program that you now advocate. 

Mr. Hannay. When? 

Mr. AnerNetuy. We had it, did we not? 

Mr. Hannay. Yes. 

Mr. Anerneruy. Back before the days of the price-support pro- 
gram we had what you want to go back to? 

Mr. Hannay. Not exactly. I do not know whether vou read my 
statement— , ; 

Mr. Apernetiy. Wait a minute. We had just exactly what you 
said you preferred. You said you preferred no program at all, did 
you not ¢ 

Mr. Hannay. Yes. 

Mr. ApErRNETHY. So we had that. 

Mr. Hannay. Yes. 

Mr. Anernetiry. What you are saying is: you are not recommend- 
ink what you prefer; you recommend something e Ise. What you actu- 
ally want and what is in the recesses of your heart and mind is the 
situation and program that we had prior to 1933. That is what you 
want, is it not? 

Mr. Hannay. Well, that isa rather unfair way of putting it. 

Mr. Anernetuy. I do not want to be unfair. I would say that what 
you think would be best. 

Mr. Hannay. I prefer to say what we had in 1929 or 1926. We had 
a free market. 

Mr. ABERNETHY. But you want to pie k out the good years. 

Mr. Hannay. Well, you want to pick out the bad ones. 

Mr. Anerneruy. Let us then take the average. Let us say you 
want what we had prior to the days of price supports. 

Mr. Hannay. We figured out in our office that middling seven- 
eighths cotton throughout the 1920's sold at 21 cents a pound. 

Mr. ABerRNETHY. Of course, there is not much of that type of 
cotton produced anywhere in the United States now. ‘That was 
produced in probab sly one area, 

Mr. Hannay. Well. eotton in veneral during the 1920’s sold. I 
think, about 22 cents a pound on the average. ‘That is the equivalent 
In present-day prices of over 40 cents a pound. So, the farmer in 
the 1920°’s was not really doing too badly. 

Mr. AnerNeruy. |] am going to agree with you. But please answer 
my question. What you want is to turn bae k from the days of price 
supports to, let us say, not neces saril \ the poor years or the good 
vear—just turn back. But what you really would want to do is to 
Wipe out the price support program and start over with no program 
at all. That is what you think would be most desirable. 

Mr. H AN NAY. | woul | hi ke to be given ‘redit for some decent fee] 
ings about the small farmer who I do think is—— 

Mr. ABI RNETHY. Wi ll. we all would like to be Olvel n credit for some 
feeling about the small farmers. 

In other words, you would want to do something different for some 
than you would want to do for others. What you would want to 
do for the small farmer would be to extend some sort of subsidy. 

Mr. Hannay. That is right. 

Mr. Anerneruy. Then that proves that you would anticipate that 
if we go back to what you actually want, there would be trouble 











3440 LONG RANGE FARM PROGRAM 


visited upon the cotton producers of this country. You are afraid of 
And in order to assure that there would be no trouble visited 
upon the little fellow, you would want to give him a subsidy ?¢ 
“Mr. Hannay. Well, I think the situation is that the small farmer is 
no position to compete with the large one. He does not have the 
equipment. 

Mr. Anerneriy. That is not my point,though. You antic ‘ipate th ut 
to turn back would be so bad that you would have to give him a 

I 30 he could exist / 

Mr rT aNNAY. I think it would be bad for small farmers, yes. 

Mr. Anrrnetny. A free market and no price supports then would 
be bad for all of them. 

Mr. Hannay. Well, I cannot agree with you on that. 

Mr. oa RNETHY. [ want to ask you one more question. 

Wh: s wrong with a program which permits the cotton farmers, 
wheat f irmers, corn farmers, or any other type of farmer, to keep their 
sup ak es in line with demand? What is wrong with that? 

Mr. Hannay. Well, 1 spent about the first two pages of this state 
ment trying to explain what is wrong with it. 


Mr. Anerneruy. That, then, is your explanation of it 4 

Well, we will not take more time on that. 

Now, do you think it is all right for the industrial producers, we will 
say, of automobiles or desks and tables, such as the one at which you 


are sitting, to call in their board of directors and sit around the table 
and say, “Now, we can produce just so many t: able s and sell them: and, 
therefore, we are uae to cut back to that.” Do you think that is 
right ¢ 

Hannay. Well, I think any manufacturer is entitled to what 
he thinks fit. 

Mr. Aperneruy. Then, if the cotton farmers get around that same 
table and they decide they want to cut their production, what is wrong 
with that ? 

Of course, there are about 2 million of those farmers, and it would 
be most difficult for them all to get around that table. So, that is the 
reason that we provide a referendum for them. We provide the table 
in the form of referendum. And they gather ead the table and 
decide by their votes that they want to cut back production. What is 
wrong with that? 

Mr. Hannay. I do not see that there is any particular objection to 
that. 

Mr. Anernetuy. That is exactly what we have now, yet you object. 

Mr. Hannay. I do not think there would be any objection to their 
voluntarily getting together to cut production. They are perfectly 
entitled to do that if the “y want to. 

Mr. Anerneruy. That is what they do. 

Mr. Hannay. I am not objecting to that. 

Mr. Aspernetuy. That is all, Mr. Chairman. 

Mr. Jonrs. I have jus t one question. 

I notice you referred to the fact that you support the theory of 12 
bales. What percentage of the crop is grown by farmers who produce 
12 bales or less ? 

Mr. Hannay. Well, I am afraid I do not have the answer to that 
question. 

Mr. Jones. I wonder why you happened to select 12 bales then? 
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Mr. Hannay. Well, I just picked that figure mainly because I think 
the Treasury al | stand that amount of money. 

Mr. Jones. You say you do not know how many bales that would be? 
If you were taking 12 bales to the producer, how could you estimate 
how much money it would be? 

Mr. Hannay. I have tried to make an estimate of how much money 
it would take. But I must admit it is not at all an accurate one. 

Mr. Jones. You do not have any idea of how many bales it would be ? 

Mr. Hannay. Well, I should guess about 5 million; but that is just 
a guess. Before putting the plan into effect, that could be found out, 
I think. 

Mr. JONES. In other words, you would have, for Instance, this year 
half of the crop being produced by farmers who produce 12 bales or 
less ? 

Mr. Hannay. I should think less than half of the crop. 

Mr. Jones. I think it would be considerably less than that. I do 
not have the figures, but 1 was wondering how you happened to arrive 
at that figure; because, after all, for instance, down in my country 
that would mean 12 acres, 12 bales. 

Mr. Hannay. Yes. 

Mr. Jones. So that would not be a big farm. 

Thank you, Mr. Chairman. 

The CuatrMan. If there are no further questions, we thank you 
very much, Mr. Hannay, for your statement and your presence before 
the Committee. 

The next witness will be Dr. J. T. Sanders of the National Grange. 
You are no stranger here, Dr. Sanders, and we are always happy to 
have you with us. 


STATEMENT OF J. T. SANDERS, FOR THE NATIONAL GRANGE 


Mr. Sanpers. The opportunity to appear before the House Com- 
mittee on Agriculture on behalf of the Grange is greatly appreciated, 
I assure you. In this statement I do not propose to cover any of the 
subject matter that National Master Newsom covered in his appear- 
ance on March 30. Rather I shall supplement his statement by deal 
ing primarily with the nature of our so-called agricultural surpluses ; 
and present a comparison of the effects of use of different proposed 
types of price supports on surpluses, the pro blem of their disposal, 
the effects of different supports on the farmers’ income, and their costs 
to the American taxpayer. 

As a preface to my statement, however, I shall quote from Mr. New- 
som’s statement in order to refresh the committee’s thoughts on the 
gist of the farm program presented by him for the Grange. Mr. 
Newsom said: 

The Grange is opposed to complete adherence to the so-called flexible scale for 
price support policies as embraced in either the Act of 1948 or 1949. We believe 
that the sort of flexibility that is needed in our price support program is a flexi- 
bility that is largely dedicated to market expansion "s 

Continued support at [the 90 percent wartime] level as a permanent policy for 
certain commodities, particularly those which must depend on a substantial 
export market for outlets, will do great damage to the economic status and free 
dom of farmers, as well as to farm programs generally. On the other hand, we 
have no faith that broad adherence to a schedule of flexible price supports as 
provided in the act of 1949, particularly under present conditions will serve well, 
either agriculture of America as a whole. * * * 
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We firmly believe that continued adherence to wartime price support levels in 
all instances as a long-time program is not only expensive to all of us as American 
taxpayers, but is indefensible from the standpoint of effectiveness in achieving 
or providing agricultural prosperity. 

As we interpret provisions of the legislation and prospective effects, there is 
no assurance that American farmers can again become competitive in the case of 
natural or normal export products in the markets of the world unless adjust- 
ments are made in the price support programs. 


Continuing the quotation: 


If we are to continue to export certain agricultural commodities, particularly 
wheat, which we have the capacity to produce in quantities substantially in 
excess of domestic requirements, we must readjust our agricultural price-support 
program. We must face up to the facts that prices established under current 
programs are above world prices; prices which are geared to our domestic 
economy and which are related to industrial prices. In establishing this level 
of prices for our entire production we have priced ourselves out of the world 
market. The result is we either pile up surpluses or subsidize exports. Actually 
we are doing both. 

What then is the solution? The National Grange is convinced that there is a 
sound and sensible approach for these substantial natural export crops. That 
is a two-price or multiple-price system. Such a system for certain commodities 
and under certain conditions has many advantages over either the present pro- 
gram or the program suggested by the administration. Under the two-price 
system: 

(1) Income to farmers would be as large or larger than under either of the 
other programs. 

(2) Production controls could be either entirely eliminated or greatly mini- 
mized, following the transition period. 

(3) Greater efficiency in production could be obtained and better farming 
practices developed (Normal rotation and fallowing.) 

(4) Farmers with greatest efficiency could compete in the world market with- 
out a subsidy, thereby greatly reducing the costs of the program to the taxpayer, 
and at the same time raising the total national income and augmenting the total 
world production of wealth 

(5) Government activity in buying, warehousing, and selling wheat in com 
petition with private enterprise would be greatly reduced and eventually elimi- 
nated which would result in further savings to the taxpayer. 

(6) Consumption of wheat could be substantially increased through new out 
lets, new markets, and new uses. 


No program we set up for agriculture will serve satisfactorily during 
peace years unless it incorporates a sound approach to the so- -called 
surplus problem. 

The nature of the farm business, our superb soil resources, and our 
present stage of development in the world make farm “surpluses” for 
many years to come not only inevitable, but highly desirable. This 
being the case, we as a Nation must learn to live with farm surpluses, 
must have the good sense to make them the blessing that they are. 

We dare not look upon them as a curse as we have, at times, seemed 
to regard them. It is to our shame that we have had both a farm 
program and a foreign program that have tended to pile these sur- 

pluses up till they have overflowed all reasonable storage « ‘apacity, 
til they have at times spoiled despite millions of ill-fed people i in our 
own and in foreign countries. 

As Mr. Newsom has emphasized over and over again in recent 
months, the way out of this predicament is by way of a redirected 
foreign policy anda sound adjustment in our price-support programs. 

The following table, giving the principal physical elements that 
agriculture uses in its operations, clearly explains why continued farm 
surpluses are inevitable in the reasonably foreseeable future. This 
table covers the most recent 20 years of American agriculture. During 
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this time the total cropland, as is well known, has remained remark- 
ably stable at around 360 million acres. Obviously land cost to 
farmers is a fixed cost whether the land is idle or used. This cost 
rigidity explains why the planted acreage is so constant regardless of 
sane of farm prosper Ity or de ‘pression. Farmers dare not, can- 
not, let their cropland remain idle. Even a low income from it will 
help to cover its costs, which costs cannot be avoided when the land 
is idle. 

The Cuaiman. The table to which you referred will be placed 
the record at this point. 

(The table referred to above is as follows:) 


TasL_e 1.—EHlements that will create stability of continued surplus production of 
imerican agriculture in the future 


Millions of Percent of 
ali farm 





lotal acres units of lal 2 In oe 

Year or period plnanes te field horse- sOOrerS physical 
59 crops nower supplied | production 

; Pv labia1 | DY family of farms 

available ! . : . 
laborers 
1935 362 25 78 96 
1936 a 360 25 77 SS 
1937 363 26 76 108 
1938 354 26 76 105 
1939 “ 344 26 76 106 
5 year average 357 26 77 100 
1940 348 26 6 110 
1941 348 28 7¢ 114 
1942 352 31 76 128 
1943 362 30 77 125 
1944 366 31 78 130 
5 year average 353 29 77 121 
1945 356 31 80 129 
1946 353 32 79 134 
1947 356 32 79 129 
1948 359 33 77 141 
1949 365 34 77 140 
5 year average 360 33 78 135 
1950 37 77 136 
1951 40 78 139 
1952 40 78 144 
1953 41 79 143 
1954 41 79 

5 year average 359 39 79 140 


1 A unit of horsepower is equivalent to a horse, a mule, or to 8 units per tractor. 


Mr. Sanpers. The total amount of field power to till, plant, culti- 

rate, and harvest this constant crop area has greatly expanded during 
this 20-year period, increasing from around 25 million units of horse- 
power to 40 million. This power, like the land from one year to the 
next, is almost entirely a fixed amount of available power, and must 
be used only for farm operation or allowed to become useless by 
idleness. This power supply, like the land also, is (other than feed, 
repair, and fuel) a fixed cost when it is idle as well as when it is in 
use. With a given amount of cropland needing operation, there is not 
one farmer in a thousand who is going to let his field power and 
cropland lie idle, regardless of low prices and depression, if there is 
any possible way he can raise operating cost. This fact points up ma 
extreme seriousness to the “diverted acreage” problem, generated by ¢ 











3444 LONG RANGE FARM PROGRAM 


program dedicated (over any more than a very short period) to 
artificial or direct “acreage control” plans. 

sut this combination for continued full output on our farms is not 
the whole story of continued surpluses, for ordinarily the farmer’s 
and his family’s labor as is shown in the table amounts to around 
three-fourths to four-fifths of all the labor used. There is clear 
evidence that mechanization and mechanical power is slowly increasing 
this labor self-sufficiency on American farms. 

It must clearly be kept in mind that this fixed nature does not hold 
only for farmers as a whole; but for groups of farmers, and for each 
farmer. It thus isa powerful force for continued full output through- 
out all agriculture, since we are still a family-farm nation and since 
mechanization has tended to reinforce the family farm rather than 
weaken it. 

Here we have an unbeatable and inevitable full output combination. 
Sut you ask what are the chances that low prices and high costs will 
drive the farmers away from the farm and to industry and in that way 
te our eet farm production machine. Not a chance in the world, 
for by far the biggest and most persistent surplus our farms produce 
is their surplus of prospective farmers in the form of farm-reared 
bovs who would like to farm asa life work. 

It probably takes about 150,000 to 200.000 new farmers each year to 
replace the retiring and dying farmers. We have supplied this replace- 
ment and an average surplus of 250,000 additional farm boys that had 
to go to the city each year for the past three decades. And there seems 
to be no slackening or end to this surplus of boys coming from our 
farms. So there is not a Chinaman’s chance that our farms will be 
unmanned in future years due to too few boys who know farmine 
and who want to farm. 

But this full use of a noncontracting amount of land, power, and 
labor, this never-ending supply of new farmers, is still not the end 
of the story of the inevitability ‘a our surplus farm output. The 
Department of Agriculture made an elaborate and careful study in 
1952 of our agric a s capacity is neal e. They came up with the 
astounding conclusion that if farmers applied all the known and 
readily available know-how that the output of the 4 feed crops (corn, 
barley, oats, and sorghums) could be increased 57 percent more than 
the 1950 production on the same amount of land; that cotton output 
could be upped 76 percent; peanuts by 83 percent: wheat 40 percent ; 
tame hay 56 percent; soybeans 41 percent; and remarkable though it 
may seem, pastures by 97 percent. Food livestock production per unit 
of livestock had possible increases fully commensurate with those of 
crops, the report concludes. 

From these facts on the nature of the farm business, it is clear that, 
other than setbacks from drought years, it is well-nigh impossible to 
reverse the upward movement of increased productivity of American 
farms at the present stage of development. The farm production 
machine is almost literally a machine with no reverse gears and no 
brakes. It not only speeds onward without slowing but at an acceler- 
ating pace. Obviously this acceleration cannot continue forever; but 
rash indeed would be the farm economist who would predict where 
the increased productivity of our American farms will level off, espe- 
cially with research paying such good returns and with expanded 
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research and extension being heartily endorsed and vigorously advo- 
cated by everyone. 

A glance back at the last column of the table showing the elements 
of stability of continued surpluses shows that the index of physical 
output of our farms has increased year by year with only the slightest 
of slackening through the years of relatively low or relatively high 
prices. What is the lesson in this for you of the committee who have 
the great responsibility of bringing to farmers a reasonable return 
for their magnificent uninterrupted service of abundant food and 
fiber production regardless of the economic situation ¢ 

And I might add that the service of the farmer is a service that I 
do not think will stop regardless of what the committee does, by way 
of trying to control surplus agricultural production. I am talking 
about surpluses as a whole. We will have surpluses regardless of 
what we do to try to control production. 

One of the basic lessons, it seems to me, is that efforts at control of 
crops either through acreage allotments or market quotas, except as a 
very short-time emergency measure, are not only futile but cause a 
shifting of crop acres from one surplus crop to others and a most 
serious imbalance in the sound use of land, labor, and power on our 
farms. Also, there is the plain lesson for all that American farm 
surpluses are as certain as the sun and rains, and that the basic surplus 
crops are such a vital and predominant part of our total farm output 
that any price support that prices these surplus crops off the world 
market does almost irreparable damage to farmers and to the Nation. 
Finally, there is the basic lesson that all our crops through inter- 
competition for use of the land are closely associated, and that pro- 
grams for one affect greatly the status of other crops and livestock 
enterprises—that the farm problem is a unified set of closely related 
farm problems and not a set of problems that can be solved separately. 

I have studied recently in considerable detail the shifts of acreage 
within the stable 360 million total acres of planted cropland shown in 
the previously mentioned table. Obviously the detailed statistics of 
these shifts in acres cannot be presented in this statement, but there are 
a few very important facts that emerge that are significant in relation 
to price-support programs. See table 3, appendix. Three groups 
of crops that go to make up the normal and steady total of 360 million 
acres, and that are influenced by price supports are: First, the group of 
so-called 6 basic crops which normally occupy from 180 to 200 million 
of the 360 million acres of cropland. If not restricted they would 
probably normally occupy around 200 million acres of our cropland. 
Second : the 3 minor feed crops, oats, barley, and grain sorghums, that 
at normal balance occupy around 70 to 80 million ac res; and third, a 
group of 50 miscellaneous and minor crops that normally occupy 
from 85 to 100 million acres of land. 

Between these three groups and within each of them there is a great 
deal of shifting of crop acres from year to year, and as support pro- 
grams change. For the past 19 years, when change of the 6 basic 
crop acreage has occurred, changes in the acreage in the 3 minor feed 
crops have been in the opposite direction 15 years and in the same 
direction in only 4 years. Clearly, therefore, when we restrict basic 
crop acreage, the diverted acres are, in an important way, put into 
minor feed crops. Also, the change in the total acres of the 50 other 
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crops has been opposite that of the basic acreage change for 14 years 
out of the 19 years and in the same direction only 4 years. 

Minor feed acreage changes are especially coats related to planted 
wheat-acreage changes. For 16 years these feed crops have changed 
in the opposite direction to the change in wheat acreage, and in only 
8 years did a similar change occur. 

These figures on shifts reveal the obvious fact that a reduced acre- 
age in the basic crops is invariably absorbed by increases in other 
crops; and since it is assumed that balanced output in these minor 
crops existed prior to the interference, the shift from basic to minor 
crops is of serious consequence to the nonsupported 50 minor crops. 

The CHatrmMan. Will you suspend there just a moment, Mr. 
Sanders. 

The Chair wishes to ask what the committee desires to do with re- 
spect to the further program for the day. We had had a quorum call, 
and the members are going to have to answer it. We will have a 
controversial bill before the House today, and the members are going 
to have to stick pretty close to the floor. We can probably run along 
here for another 15 minutes, which is probably time enough for you 
to conclude the reading of your statement, Dr. Sanders, but would not 
give the members any time to ask questions. 

We have two other witnesses who were scheduled today—Mr. Carl 
Wilken and Mr. George Goddard, both of whom are here in Washing- 
ton; and I presume they will be available at some other time. 

I would like to ask them if they can be available either tomorrow 
or Monday if the committee desired to go ahead. 

Mr. Witxen. Yes, Mr. Chairman, I could be here tomorrow. 

Mr. Gopparp. I will be here, Mr. Chairman. 

The CuatrMan. I cannot be here tomorrow morning, but that does 
not make any difference. 

Then, if there is no objection on the part of the members of the 
committee, the committee will meet tomorrow morning, and we will 
hear Mr. Goddard and Mr. Wilken. And I think probably we can 
finish with your statement then; Dr. Sanders. I assume that you can 
be here in the morning ? 

Mr. Sanvers. Yes, Mr. Chairman, I could come if you prefer me 
to come in the morning. 

The Cuamman. The committee will recess at this time and recon- 
vene at 10 o’clock tomorrow morning. 

(Whereupon, at 11:06 a. m. the committee adjourned, to reconvene 
at 10:00 a. m., April 3, 1954.) 
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SATURDAY, APRIL 3, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met at 10 a. m., Hon. August H. Andresen presiding. 

Mr. Anpresen. The committee will come to order. 

When the committee adjourned yesterday, I understand, Mr. San- 
ders, you were appearing before the committee. We will be glad to 
hear from you now. I suggest that you put as much as you can of 
your statement in the record and then possibly talk to us extemporane- 
ously covering the various points you want to make, so that we can 
proceed and get through this morning. 


STATEMENT OF J. T. SANDERS—Resumed 


Mr. Sanpers. Congressman Andresen, the rest of my manuscript is 
pretty much tables. I would like to make a brief résumé, however, of 
what I have previously stated. 

I had stated that Mr. Newsome had clearly indicated he thought, 
as representative of the National Grange, that neither the high fixed 
support nor the flexible pe would deal with the situation as it 
exists today, since both of them price us out of the world market, and 
the National Grange feels that some adjustments in our program 
must be made in order to give us the world markets that are right- 
fully ours. We do not ask for any market we have no right to claim; 
it is a market we have a strong claim on from the standpoint of efli- 
cient production and prior sale in the market. 

I had indicated that the idea you could control the output in Amer- 
ican agriculture was entirely erroneous and I had given statistics to 
show this; that for the past 20 years we have had invariably about 
350 million to 360 million acres of cropland, regardless of what we 
did about control, and I had given figures to indicate that when you 
took it out of the basie crops, it frequently goes over into the major 
and minor feed crops, especially wheat goes over into the minor feed 
crops, or into the 50 minor miscellaneous crops, and by so controlling 
basic crops you create a greater surplus problem by shifting it from 
the normal distribution to other crops. 

Now I have given figures in this manuscript up to this time to show 
that these changes do take place, and I feel that I could do a better 
job of finishing the manuscript by reading it, if it is all right with you. 

Mr. Anpresen. On what page were you ? 

Mr. Sanpers. I was on page 8, paragraph 24. 

Mr. Anpresen. All right; you may proceed. 
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Mr. Sanpers. Minor-feed acreage changes are especially closely 
related to planted-wheat acreage changes. For 16 years these feed 
crops have changed in the opposite direction to the change in wheat 
acreage, and in only 3 years did a similar change occur. That is, 
when wheat acreage increases, feed crops decrease, and vice versa. 

These figures on shifts reveal the obvious fact that a reduced acreage 
in the basic crops is invariably absorbed by increases in other crops; 
and since it is assumed that balanced output in these minor crops 
existed prior to the interference, the shift from basic to minor crops 
is of serious consequence to the nonsupported 50 minor crops. Since 
the total acres normally planted to the 50 minor crops is less than 
half that of the basic crops, the shift of acreage to the minor crops 
has more than twice the surplus-producing power in minor than in 
the basic crops. Witnesses for vegetable interests recently have 
forceably presented these difficulties to this committee. 

However, these shifts do not always have the effect that is claimed 
for them. Corn Belt farmers have objected to use of a two-price or 
multiple-price support for wheat without control of wheat acreage 
on the basis that increased wheat acreage would follow and an in- 
crease of wheat feeding would aggravate the surplus-feed situation. 

Actually a detailed analysis of decreases and increases in wheat 
acreages for the past 25 years shows that an equal offsetting change 
in total minor feed acreage has taken place when major changes in 
wheat acreages have occurred; and that, since minor feeds produce 
more corn equivalent feed per acre than wheat does, even if all 
the increased wheat were fed in years of increased wheat acreage, 
less feed is produced than if minor feed had been grown on the 
increased wheat area. 

In other words, the balance of wheat and minor feeds is so closely 
related that normally increases in wheat actually cause decreases in 
feed supplies, and vice versa. An acre of wheat substituted for an 
acre of minor feed grain would actually reduce total feed supplies 
even if all the increased wheat went into feeds. 

If corn producers wish to reduce surplus feed, they would be well 
advised to advocate a two-price system for wheat, rather than to 
oppose it. A careful detailed analysis of the facts has established 
the normal validity of this claim, 

I prepared a little paper some 2 weeks ago and sent a copy of it 
to the chairman of the committee, and if you desire, I will file that 
paper giving a detailed analysis showing, certainly to my satisfac- 
tion, that the increases in wheat acreage reduce the feed supplies 
in this country, rather than increase them. 

Mr. ANnprESEN. We would be very glad to have that statement in 
the record. 

Mr. Sanpers. It is obvious from the facts presented on the overall 
stability of farm output that control of farm production cannot in all 
logic be made to work for agricultural surpluses as a whole; and that 
it works only for individual crops and then only by shifting the 
problem to other crop surpluses and even at that only for a short 
emergency period. In the final lesson from these facts, it seems to 
me that price supports must, in large part, be tailored to different 
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crops or types of crops; that for our export surplus crops supports 
must not be such as to price us out of the surplus domestic and foreign 
markets; and that no price-support program can be operated for a 
product at a price out of line with a sound, modernized parity. 
Otherwise irreparable damage can be done to our rightful markets 
and a sound, balanced pattern of farm resources use. 


COMPARISON OF EFFECTS AND COSTS OF DIFFERENT PRICE SUPPORTS ON A 
SURPLUS CROP—W HEAT 


As a basis for judging the points of comparative strength and 
weakness of the 4 proposed types of support for our major surplus 
products, I have undertaken to calculate the effects of the operation 
of each type on wheat for a period of 3 years. The comparison is 
made for high fixed supports at 90 percent, and with use of control, 
for a certificate multiple-price plan with no control; for a flexible 
price support with control, and a production payment plan with use of 
control, 

Assuming control, under the production payment plan it actually 
weakens the pure effect of a production payment plan; but the then 
Secretary of Agriculture advocated control with production pay- 
ments; therefore I have used control with them in preparing the 
calculations in this comparison. 

The detailed calculations for this comparison are given in table 4 
of the appendix. Summary of the results for the third year is given 
in table 2 below. 

The general assumptions, under which table 4 in the appendix is 
calculated, are that for the first year of the 3-year operations we 
will start out with “a normal carryover,” without assuming this to 
be any given quantity; that there is no control the first year but that 
there is price support for the year even though “the normal” 1,250- 
million-bushel crop is produced. “Normal” as used here is not used 
in the sense of “normal” as defined in the 1949 act. It is also assumed 
that 1,250 million is a normal crop for all 3 years where control is not 
not exercised as is the case under the certificate multiple-price plan; 
that parity price is $2.50 per bushel; that the international wheat 
quota is 210 million bushels, and that it will move at the minimum 
$1.55 per bushel; and finally it is assumed that for thin 3-year period 
feed wheat will sell at $1.25 and that any extra export above the 
International Wheat Agreement export will move at this extremely 
low price. Support prices are assumed to be 90 percent of parity, or 
$2.25, for all years for the fixed support and for production payments, 
to be full parity for the multiple- price plan, and for $2, or 80 percent of 
parity for flexible supports during the first year and $1.8714 the 
second 2 years. 

The first year of the 3-year period, of course, would be a bonanza 
year for farmers under the production payment plan with an income 
of $2.8 billion to wheat farmers, and under 90-percent fixed support 
with an income of $2.7 billion. The income for the flexible-support 
plan which is “flexed” to the 80-percent level for the first year would 
be $2.4 billion, slightly more than the $2.4 billion rounded figure of 
income under the multiple- price plan. 
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TABLE 2—Summary results on farm income and costs to the Nation and to con- 
sumers of price support for wheat under high fixed support, a multiple price 
support, flexible support, and production payment support 


Form of price support 


Certificate | Flexible 


Income items Current 90 multiple | price sup- | 


Produc- 
tion pay- 


TCS (1949 | 
r; a i price plan — a ment plan 
t and no with 
control contro! control on ania 
| 


3d year 


Millions | Millions | Millions Millions 








] iross income to farmers " . be onan $1, 948 $2, 376 | $1, 670 $2, 173 

2. Net cost to Government : | 147 | 0 68 947 

3. Gross income to Nation (item 1 minus item 2)...-..- 1, 801 | 2, 376 | 1, 602 1, 226 
4. Di ntial cost to consumer over production pay- | 

ment consumer cost 600 750 375 0 

5. Net income to Nation (item 3 less item 4)_.......... 1, 201 1, 626 1, 227 | 1, 226 
| 

6. Percent of lowest income Percent Percent Percent Percent 

1) To farmers (item 1 lowest) care ; 117 | 142 | 100 130 

(b) To Nation (item 3 lowest) : 147 194 | 131 | 100 

Net to Nation (item 1 lowest)... ee 100 135 | 102 | 102 


Mr. Sanvers. Now just talking to the table, rather than trying 
to read the text, this table shows the operation of the plans after the 
third year, after supplies have accumulated to the maximum due to 
the failure to control under flexible for the first 2 years, and then 
supplies have accu” ulated in spite of the efforts to control with the 
high fixed supports. The accumulated supplies have not resulted, 
of course, from production payment nor the certificate plan. 

It is assumed that all of the surplus we had would be sold at $1.25 
either for export or for feed and even at that low price I want to make 
a comparison of the income. 

For the third year, the income under the current 90 percent support 
would be $1,948 million to the farmers; under the multiple-certificate 
plan it would be $2,876 million, and under the production-payment 
plan it would be $2,173 million, and under the ‘high fixed it would 
cost the Government $147 million. I have estimated that we had 
control clear down to the requirements for the ee economy 
except the International Wheat Agreement wheat; that we produce 
enough wheat to fulfill our export quotas of etsiemioa Wheat 
Agreement, and it would cost the Government $147 million to er 
the high fixed support and pay the differential between the support 
price and the International Wheat Agreement price. 

The multiple-certificate plan would not cost the Government any- 
thing to operate. 

The flexible-support plan would cost the Government $68 million 
even the third year when they were controlling production and con- 

trolling it as rigidly as they do under the high fixed support. 

With control under the ‘production-payment plan, even, it would 
cost the Government $147 million to operate the wheat plan the third 
year. ‘This is not the first year of operation; this is the third year of 
operation of the production-payment plan. 

The gross income to the Nation, therefore, would be $1,801 million, 
$2,376 million, $1,602 million, and $1,226 million for the different 
plans. 

But that is not the best comparison that can be made; because, 
actually, under the production-payment plan the consumers of 
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America would get the cheapest flour. So if you take as 100 percent 
the cheapest food plan—I mean cheapest price to the consumer—and 
then allow what the consumers pay under the others in excess of that 
lowest price, that is, the margin between the lowest price the con- 
sumers get, you will find the net income to the Nation, deducting 
consumer costs, would be for the high fixed system $1,201 million; for 
the certificate plan, $1,626 million; ‘for the flexible $1,297 million, and 
almost exactly the same for the production-payment plan, $1,226 
million. That is taking into account the cheapness of the food that 
goes to the consumer making the comparison with the payments over 
those to the consumers. 

Under the four plans, the lowest income to the farmers is the flexible- 
price-support plan. Looking at the last three lines at the bottom of 
the table, the lowest income goes to the flexible-support plan; the high- 
est goes to the certificate plan with 42 percent higher income to the 
farmers. Then if you take the cost of operating these plans away 
from the income the farmers receive, the lowest is the production pay- 
ment plant and the highest is 94 percent above that for the multiple- 
price plan. 

Now if you take the consumer price away from it, you find the 
current high-fixed support gives the lowest income and, letting that 
represent 100, the certificate plan i is 35 percent more than that and is 
again the highest yielding price-support plan. And when you add to 
this the merits that go with the certificate plan that do not go with 
the other plans, namely, freedom of control of production, leaving all 
crops in balance, letting the surplus determine the acreage of ‘this 
crop and that crop, rather than letting price support determine it, you 
get a great deal of real sound merit for the two-price system. And 
that is what these tabulations are intended to show. 

I tried to show in the first place that it is futile to try to control, 
especially, when you take all crops into account, because we have never 
succeeded in it. We have planted exactly the same number of acres 
of cropland for the last 20 years and, if you plant land to crops, given 
rain and sunshine and ability on the part of the farmers, you are 
almost certain to produce surpluses. And I think our surpluses is as 
inevitable as sunshine and we should have a program that we can live 
with and make a blessing out of instead of a curse. 

I believe that is about all I have to say. 

Mr. AnpresENn. The balance of your complete statement will go in 
the record and also the other statement to which you referred. 

Thank you for your statement. 

(The remainder of Mr. Sander’s prepared statement, together with 
the memorandum to which he referred, are as follows:) 


STATEMENT OF J. T, SANDERS, FOR THE NATIONAL GRANGE 


But if the first year of the operation is a bonanza year for farmers under the 
2 plans other than flexible and the multiple price plans, it is, on the contrary, a 
disastrous year for the 3 plans other than the multiple price plan from the stand- 
point of cost to the Government. It would cost the United States Treasury $1.1 
billion for production payments, and $487 million for 90 percent fixed support 
counting loss on International Wheat Agreement wheat and difference between 
feed prices and support prices for the 340 million addition to Government-held 
surpluses. The flexible support would cost $313 million total, and give a surplus 
addition of 290 million bushels. No net addition to Government-held surpluses 
would take place either under the two-price or production payment plan since 
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it is assumed that surpluses would either be fed or exported at the free world 
price of $1.25 per bushel. 

To move on to the second year of operation under the four alternative plans, 
it will be obvious that the accumulating surpluses under the fixed support require 
rigid programs of controls to stop mounting Government surpluses and unbear- 
able costs to the Government. Also it would be necessary to apply control to the 
production payment plan to reduce the enormous $1.1 billion annual cost, 
although under it the Government will not have accumulated any additional 
surpluses. For the flexible support plan, however, it is assumed that control is 
not used the second year, but that the bottom of the support scale, 75 percent of 
parity, is relied on during this year to reduce mounting surpluses. We have 
assumed this low support would dampen farmers’ desire to plant wheat and that 
there would be a reduction in an output of 150 million bushels—probably a rash 
assumption. 

Since the certificate plan would have operated the first year without the accu- 
mulation of surpluses and without cost to the Government there would be no 
need for farmers to alter their normal 1,250,000,000 bushel crop for the second 
year of operation. The results are, therefore, an assumed crop of 1,010,000,000 
bushels the second year for fixed supports and for production payment supports ; 
a crop of 1,100,000,000 for flexible supports and 1,250,000,000 for the multiple 
supports. 

During the second year farmers would receive their largest wheat income of 
$2,376,000,000 from multiple support, $2,173,000,000 each from production on pay- 
ment and fixed supports, and $1,968,000,000 from flexible supports. During this 
second year low flexible supports, it is assumed, would not have prevented mount- 
ing surpluses. It is assumed they would reach the unbearable amount of 520 
million bushels added to the normal carryover, thus making the application of 
rigid control with flexible supports necessary on the following or third year. 

During the second year costs to the Government would amount to $947 million 
for production payments despite control, $272 million for fixed, and $212 million 
for flexible support with no cost to the Government for the certificate plan. 

The third year under the assumed condition is the year of real test of the 
operation of the four plans. During the previous 2 years production payments 
plan would have cost so much (a total of $3.1 billion) that full control to minimize 
its cost would be necessary on the third year; and only International Wheat 
Agreement and normal feeding of 200 million bushels of feeding and additional 
export is assumed, Similar controls for fixed and flexible supports are assumed 
for the third year with 75 million more feeding for the flexible than for fixed : 
supports. Table 2 below summarizes the results of the vital third year of the 
comparative tests. 

To my way of thinking, all assumptions of the operations during the first 2 
years and the results indicated are valid and to be reasonably expected. There- 
fore it is believed that the comparative effects of the 4 plans are reasonably fair 
and valid expectations for the third and continuing years thereafter for the 
4 plans. 

The maximum income to farmers for the third year is derived from the multiple 
price support, $2,376,000,000, followed by $2,173,000,000 for the production pay- 
ment plan; then by $1,948,000,000 by fixed supports; and the least income is 
derived from the use of flexible supports, $1,670,000,000. Counting the latter as 
100 percent, the multiple support yields a 142 percent income to farmers; pro- 
duction payments 130 percent ; and fixed supports 117 percent of the low income 
derived from flexible supports. 

But the relative cost to the Government of the different plans is of great 
importance in weighing the merits of the four plans. Unless the production- 
payment plan is accompanied by controls sufficiently rigorous to create absolute 
domestic scarcity, or until imports are necessary, it is certain to continue to 
prove by far the most expensive of the plans to the Government, since it must 
pay farmers out of the Treasury the difference between the feed price $1.25 
and the 90 percent parity support, for the farmers’ total output, so long as 
any surplus production whatever is permitted. 

During the third year, when all the plans would likely be in a stabilized 
operation status, costs to the Government would run $947 million for the pro- 
duction-payment plan despite rigid controls of production, $147 million for high 
fixed and $68 million for flexible supports. Of course, if in all three of these 
plans, controls were used so rigorously as to eliminate all export and feeding 
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surpluses, costs to the Government could be dispensed with. Obviously such 
a control would be strategically dangerous and would not be countenanced. 

Comparing the four plans further by deducting Government costs of opera- 
tion from the gross income farmers receive, we find that the gross income to 
the Nation remains at $2,376 million for the multiple support plan; is $1,801 
million for fixed supports ; $1,602 million for flexible supports; and the smallest 
$1,226 million for production-payment supports. Expressed in percentages, with 
the smallest income equal 106 percent (for production payments) multiple 
supports yield a 194 percent income; fixed supports 147 percent; and flexible 
supports 131 percent (see table 2). 

The four plans of support reflect greatly different costs to consumer. In this 
respect the production-payment plan costs least and multiple supports cost 
consumers most with $750 million more counting seed wheat as part of such 
consumer wheat. The added cost of fixed supports is $600 million; and of 
flexible supports $275 million. 

If these differential costs are deducted from the income to the Nation (farm- 
ers’ income less cost to the Government) we get a residual comparison of in- 
come to the Nation with comparative consumer costs considered. 

When this is done the lowest income is reflected for high fixed supports; and 
again the multiple support reflects the highest income of the four forms of 
support, with an income that is 35 percent higher than the lowest. The other 
2 forms of support reflect incomes only 2 percent above that of high fixed 
supports. 

In all 3 ways of reflecting income the multiple price support shows marked 
superiority to the other 3 plans. In addition to the advantage of improved 
income for farmers, such a program can clearly be made to operate without 
the regimentation incident to other plans—after we have passed through the 
necessary period of transition from our present status of large “surpluses,” 
to reasonable balance, as pointed out in the testimony of the master of the 
National Grange on March 30. 

The present situation makes clear the fact that a two-price or multiple- 
price plan could have easily been put into operation earlier and would have 
prevented this accumulation of cotton and wheat in the hands of Government. 
The same situation, however, compels a careful combination of certain features 
of both programs aS we move gradually from one program toward the other. 
Even though our rigid “one price plus subsidy” program has deprived farmers 
of a fair and reasonable share of the markets of the world, it is clear that 
we must not permit present stocks to destroy those markets by unrestrained 
subsidy, or release from storage. The case for a two-price or multiple-price 
program is made compelling, however, by this same present status. 

Admittedly, since the primary use for cotton shows more elasticity than 
wheat, the case for cotton would not be as clear-cut as we have shown it for 
wheat. On the other hand, there appears to be a greater number of potential 
new or secondary uses for cotton than for wheat if there could be full flexibility 
of price incentive uses under a multiple-price support. 
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APPENDIX 


Tas_eE 3.—Close substitution relationship between the acres planted to 6 basic 
and all other crops and between wheat and 3 minor feed crops 


[Years of increase italicized] 


{Acreage planted in millions] 


FARM PROGRAM 





To6 basic 


3 minor | 


| 50 other 








| 30 minor 


Year feed ~ |All wheat! feed 
crops | crops | crops | crops 

1935 ! _ 202 74 $6 | 70 | 5 
1936. 212 68 | 80 7h 4 8 
1937 917 65 &1 | 81 65 
1938__. 204 67 &3 | 79 | 87 
1939... 185 72 87 | 63 | 72 
1940 181 76 91 62 | 76 
1941 178 76 94 63 | 76 
1942 73 79 100 53 79 
1943... 180 79 103 | 56 | 79 
1944 189 77 100 66 | 77 
1945... 183 73 100 69 | 73 
1946... 18¢ 72 95 72 72 
1947_.. 19 65 98 | 73 | 65 
1948__. 194 70 | 95 78 | 70 
1949__ 905 66 94 84 | 66 
1950... 179 7 100 71 | 75 
1951 19¢ 68 OR 78 | 68 
1952... 104 65 97 78 | 65 
1953__. 191 68 100 79 | 68 
1954 estimate 166 80 | 111 47 | 80 
Number of ges | 

(a) In same direction 4 5 he 3 

b) In opposite direction 15 14 | | 16 


1 An increase in all crops due to recovery from severe 1934 drought. Year not counted in summary. 


TABLE 4.—Comparison of results of the use of 90-percent fired price support, the 
use of certificate multiple price support, flexible price support, and production 


payment support for 3 years of wheat cr 


ops* 


FIRST YEAR’S SURPLUS CREATING CROP WITH NO CONTROLS3 


Form of price support 




















| | { 
hk Ge ee Flexible- |Production- 
Items on forms of use and costs Current | Certificate | price sup- | payment 
90-percent | multiple- | ort (1949 <y ith 
| support | price plan por |. aan 
| andcon- | andno | actand jcontrol and 
trol control control on | 90-percent 
’ 3d year) support 
—_—————_—- urcmsicr_rcr = 
I, Wheat produced and used, in millions of bushels: | 
1. Production, first year | 1, 250 1, 250 1, 250 1, 250 
fee ae | ao 
2. Domestic food and seed use coma 600 600 600 600 
3. International Wheat Agreement quotas 210 210 210 210 
4. Wheat fed or exported } 100 440 | 150 440 
5. Wheat added to Government-held surplus 340 0} 290 0 
II. Value of crop to farmers, in millions of dollars: ou = 
As RVsOn GEES ET WEL... cccccnnscnncnnetds 2. 25 | 2. 50 2.00 | 2. 25 
2. Domestic use - - onl 1, 350 | . 1, 500 1, 200 1, 350 
3. IWA wheaté | 473 | 326 420 473 
4. Wheat fed or exported outside IW A, at $1.25 | 
per bushel. a 125 550 | 4188 990 
5. Surplus wheat bought by the Government-.-| 765 | 0 638 0 
6. Total received by farmer, first year 2, 713 | 2, 376 2, 446 2,813 
III. First year net cost of program to the Government, | | 
in millions of dollars | | 
1. IWA (support price minus $1.55 147 | 0 | 95 147 
2. Surplus wheat (support price less feed | | 
cd cecd-inhtietebintinternabbunanapreie 340 | 0 | 218 0 
3. Production payment to farmers.-_.........-..| 0} 0 0 1,040 
ee 
4. Total net cost to Government-..._...- | 487 | 0 313 1, 187 
} | 





Footnotes at end of table. 





‘ 
{ 
t 
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use of certificate multiple price support, flexible price support, and production 


| TABLE 4.—Comparison of results of the use of 90-percent fived price support, the 
payment support for 3 years of wheat crops—Continued 


SECOND YEAR OF PROGRAMS WITH CONTROL FOR 9 PERCENT SUPPORT BUT NO 
Cc ONTROL FOR FL EXIBL E SUPP ORT 
Form of price support 
Flexible- |Production- 
price sup- | payment 
port (1949 | plan with 
act and control and 


Current | Certificate 
90-percent multiple- 
support price plan 


Items on forms of use and costs 





and con- and no 
ah control on | 90-percent 
trol control 3d year support 
IV. Production, second year: 
1. Production in millions of bushels. 51,010 1, 250 61,100 1,010 
2. Food and seed use... 600 600 600 600 
3. IWA wheat 210 210 210 210 
4. Wheat fed or exported outside IWA 100 440 7175 200 
5. Added to surplus-_..-.. 100 0 115 0 
e V. Value of crop to farmers in millions of dollars: 

1. Support price second year... 2, 25 2. 50 1.87% 2. 25 
2. Food and seed use- - .- ; 1, 350 1, 500 1, 125 1, 350 
3. IWA wheat 473 4326 304 473 
4. Wheat fed or exported outside IWA 125 550 219 450 
5. Wheat added to surplus of Government... 225 0 230 { 
6. Total received for crop... 2,173 2, 376 1, 968 2,173 

VI. Cost of price support to the Government in millions 

of =F urs: 

IWA, support price less $1.55 147 0 8 147 

2 Surplus bought by Governme nt (support 
price less feed value) 125 0 144 0 
3. Production payment to farmers 0 0 ( 800 
4. Total net cost to Government... | 272 0 212 047 


~ THIRD YEAR OF PROGRAM WITH CONTROLS FOR 9 PERCENT AND FLEXIBLE 
PRICE SUPPORTS 





VII. Production, 3rd year-_.......-.--- ica arse | 910 | 1, 250 985 | 910 
1. Food and seed-_.- pila ‘ 600 | 600 600 600 
2. IWA wheat. 210 | 210 | 210 | 210 
3. Wheat fed or exported outside TW A.~ | 100 440 175 | 100 
4. Wheat added to Government surplus. ----} 0} 0} 0 | 0 
VIII. Value of crop to farmers in millions of dollars: | 
1. Price support per bushel 3d year | 2. 25 2. 50 1.87% 2. 25 
2. Food and seed use.........-- : | 1,350 1, 500 | 1, 125 | 1,350 
3. IWA wheat. | 473 326 | 394 | 473 
4. Wheat fed or exported outside IWA- 125 | 550 | 219 450 
5. Wheat added to surplus-_- 0} 0 0 0 
a ee ee 
a 6. Gross income to farmers... 1, 948 2,376 | 1, 738 | 2,173 
———————— ——S=__— —=—= ————] — — = 
IX. Net cost of program to Government in millions of | | 
dollars: 
1. IWA wheat. 147 | 0 68 147 
2. Surplus bought by Government. 0 0 0 0 
3. Production payments to farmers. - 0 0 0 | 800 
4. Total cost to Government... _.-_..--- 147 | 0 68 047 


1 It is assumed that there i is a “normal supply” of whee at at tl re . beginning of the first year, and that the 
IW A quota is 210 million bushels for export at the minimum price of $1.55 per bushel. It is alsoassumed that 
for the 3 years parity price is $2.50 per bushel; and that “‘feed price’’ and exports outside of [WA agreement 
is $1.25 per bushel. 

3 Assumes price support without control for all 4 plans is available for first year and is announced at 
the beginning of the marketing year and not be fore planting. 

§ This assumes that asaresult of ‘flexing’ the support price from 90 percent down to 80 percent of parity, 
50 million more bushels of wheat would be used domestically in food or feed at $2 per bushel—in all proba- 
bility this is an excess allowance 

4 This assumes that International Wheat Agreement exports sell at the bottom of scale price—$1.55 
per bushel. 

§ This assumes that quotas are set at a level planned to produce domestic needs and IWA quotas, but 
that despite this, an addition of 100 million bushels are produced and added to surplus. 

* This assumes that as a result of supporting prices at $2, the reduction of production would be 100 
million bushels under previous year’s crop 

1 This assumes that as a result of drop ping prices the second year to $1.87% that 25 million additional 
bushels will be used domestically for feed or food during the second year. 


erm 


ie ree, 
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Witt A MULTIPLE-PRICE SYSTEM OF PRICE SUPPORT FOR WHEAT INCREASE SURPLUS 
Freep? 


(By J. T. Sanders) 


( Belt farm leaders have registered opposition to a two-price system for 
wheat on the erroneous claim that increased surplus wheat would increase the 
feed available and thus increase effective corn surpluses. Actually nearly 


all the weight of evidence is that a two-price or multiple-price support would 
tend to reduce feed surpluses rather than increase them as claimed. 

At first thought this statement seems almost ridiculous. The more wheat pro- 
duced under a multiple-price system, without any control of acreages, the more 
surplus wheat would be produced and thus the more wheat would be available 
for feed for livestock. Especially would this seem to be true if the free market, 
or surplus, price of wheat under a two-price support was compet’tive with corn 
prices for feeding. This seemingly logical conclusion, however, will not stand 
up at all under a critical examination. 

If wheat production did not compete for land use with corn, grain, sorghums, 
barley, and oats, obviously the more surplus wheat we would have, the more 
total feed surplus we would have. But almost everywhere wheat is grown in 
the United States it competes for land use with feed crops 

very planted acre of wheatland producing feed in Illinois produced an average, 
from 1940-49, of 23 bushels of wheat or 26 bushels of corn equivalent for feeding. 

During these same years the average acre of corn in Illinois produced an aver- 
age of slightly over 50 bushels of corn per acre, or almost 2 times as much feed 
per acre as Illinois wheat produced. 

The amount of wheatland in Illinois and Corn Belt States to the east is not 
to be sneezed at In Illinois from 1940-49 wheat occupied 1,414,000 acres com- 
pared with corn on 8,470,000 acres; that is, wheat occupied one-sixth as much 
land as cori In Indiana wheat occupied one-third as much land as corn; in 
Ohio more than one-half as much 

Let’s look at the feed crop and wheat acreages for the different geographic 
regions of the Nation. The feed grain crop acreage in the North Atlantic States 
was more than 3% times wheat acreage and feed production was 5 times the feed 
value of all wheat produced, reduced to corn feed units; for the North Central 
States the figures were for feed crops 4 times land and 7 times feed values of 
that for wheat; for the South Atlantic region the feed crops occupied 7 times 
as much land and produced 8 times as much feed equivalent as all wheat; for the 
South Central States over 24% times as much land and 84% times as much.feed 
was produced as wheat; finally in the Western States the figures are three- 
fourth for feed land and about an equal feed production for wheat. Thus in 
every section of the country the substitution of an acre of wheatland for a feed- 
crop acre will reduce the total available feed even if every bushel of the added 
wheatland were turned into feed channels. 

One of the most effective ways to reduce feed surpluses would be to plant more 
wheat in these States on land than now grows corn or other feed crops. A 
multiple-price system for wheat would, if it increased wheat acres and reduced 
corn and other feed crop acreage, thus actually reduce the Nation’s surplus of 
feed 

But you say this won’t hold true in the Wheat Belt proper. Let’s look at 
Kansas and North Dakota. Kansas grows grain sorghums, barley, and corn 
in competition with wheat for the land’s use. In North Dakota an acre of wheat 
for feed substituted for barley will reduce feed production 25 percent; wheat 
substituted for oats would reduce feed per acre slightly even if all the wheat 
is fed 

In Kansas the substitution of wheat for feed will reduce feed on barleyland 
slightly, and on cornland by around 25 percent. In Oklahoma wheat for feed 
will just about break even with corn and grain sorghum. 

Even in the Wheat Belt, therefore, if a multiple-price support for wheat in- 
creased wheat acreage at the expense of barley, oats, and sorghums, the shift 
would not increase the surplus of feed but would on the whole decrease it. Wheat 
clearly competes with these feed crops for land use in these areas. 

You say this all sounds good in theory, but have these minor feed crops (barley, 
oats, and sorghums) increased when planted wheat has been reduced and vice 
versa? Let’s look at the record. 

From 1929 to 1953 total United States wheat acreages were decreased from the 
acreages of the previous year during 8 years—from 1930 to 1931, from 1931 to 
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1932, from 1937 to 1938, from 1938 to 1939, from 1939 to 1940, from 1941 to 1942, 
from 1947 to 1948, and from 1949 to 1950. An extraordinary decrease in 1934, 
due to severe drought, is omitted since it was accompanied by a 34-million-acre 
reduction of all crops and in addition an abandonment of 53 million acres of 
crops after they were planted, a combined loss of use of 87 million acres out of 
around 370 million, or nearly one-fourth of all cropland. 

During these 8 years of wheat-acreage decreases the aggregate reduction of 
planted wheat acres amount to 32.6 million acres. In these same years increases 
in the acreage planted to the 3 minor competing feed crops amount to 38.5 million 
acres. If all the reduced wheat production had been taken from feed, total 
feed lost by reduced wheat fed, using average yields of wheat for these 8 years, 
would have been equal to 32.3 billion pounds of corn. 

On the other hand, the increase feed as a result of increased acreage in barley, 
sorghums, and oats (which was largely on diverted wheatland) amount to an 
increase of 39.7 billion pounds of corn equivalent, or a 23 percent increase in 
available feed as a result of shift from wheat. In the case of the minor feed 
crops these results are based on actual yields during these 8 years and the 
corn equivalent value of these feeds. 

During these 8 years the index of price of all feed rose 3 years by a total of 
59 points and dropped a total of 132 points for 5 years, or a net decline in feed 
prices of 73 points. Thus the withdrawal of wheat from the feed market 
actually had a net depressing effect on feed prices. 

A similar analysis of acreage changes in oats, barley, and grain sorghums for 
the 14 years from 1929 to 1953, when wheat acreages were increasing (except 
in the year of 1935, which was a year of heavy increase of all crops as a rebound 
from the disastrous drop of the severe drought year of 1934), shows that wheat 
acres increased an aggregate of 52.8 million and that the acreage of the 3 feed 
grains decreased a net of 31.3 million acres. Based on an average feed-producing 
capacity per acre for the 3 feed grains of 104 percent of that of wheat, the 
displaced feed grain acreage would thus account for more than three-fifths of the 
total additional feed value of increase of wheat. Actually, during the 14 years 
the increases of wheat fed were almost exactly balanced by decreases of wheat 
feeding, since there were 360 million bushels increased feedings 8 years and 350 
milion decreases on 5 years, with no change in the year from 1952 to 1953. 

The net results, therefore, of these 14 years when wheat acreages increased, 
are that no additional feedng of wheat occurred and there was added to the 
total feed supply from the increased feed-crop acres some 15 to 17 million 
tons of corn equivalent feed grains. Certainly there is no basis of Corn Belt 
alarm in these figures for years of wheat acreage increases during the past 25 
years. 

Those corn farmers who fear that a progam of price supports for wheat which 
does not at the same time restrict the total acres of wheat should remember that 
surplus wheat under a multiple-price system must be sold at surplus prices not 
at supperted prices. This surplus low price should keep wheat acreage in 
reasonable balance with feed-crop acreage. 

Also, Corn Belt farmers should realize that if a multiple-price support system 
were applied not only to wheat but to cotton, feed production in the South 
wouid likely decrease. Under cotton-control programs in the South prior to 
World War II corn acreage was increased until as much corn was planted in the 
11 Southern States as cotton. Lest some think that for the good of the South 
more corn and less cotton should be grown in the South, I call attention to the 
fact that in 1935 a study of the United States Department of Agriculture showed 
that cotton production yielded southern farmers almost three times as much 
wage per hour of labor used in its production as did corn-production labor, Cot- 
ton is always likely to pay southern farmers far more for their labor than corn; 
and there is no possibility of the average hill cotton farm ever competing with 
Corn Belt farmers in corn production. To set up any cotton program that en- 
courages such competition in corn production in the South is bad both for south- 
ern farmers and Corn Belt farmers. A multiple-price system would not do this 
and should receive the enthusiastic support of Corn Belt farmers. 

We have had about the same total acres, 360 or 370 million, to total crops, 
except in extreme drought years, for the past 25 years. Also, despite the fact 
that a shift from animal to mechanical field power has taken place, we have had 
about the same number of units of field power from 1920 to 1935, 21 million units, 
to till this 360 to 370 million acres of cropland. Again farmers have supplies, 
together with their families, around four-fifths of all labor needed to do this 
fieldwork. This labor of farmers goes to waste if it isn’t used. The percentage 
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of labor supplied by the farmer is gradually increasing as a result of mechaniza- 
tion. The farm labor is a fixed cost since it wastes if not used. Also, the farmer 
has a very high fixed cost in land machinery and power. These must be used and 
cannot with impunity be allowed to stay idle. All farm costs are today, probably 
from 75 to 80 percent fixed, and cannot be reduced by reducing farm output. As 
a result it is next to impossible for the Government, or farmers voluntarily, to 
reduce total farm output. Farm programs that undertake to do this, could not 
undertake a more futile task. Reduction by law of a single crop causes violent 
shifts to other crops, disrupting economic forces, and causes unsound use of farm 
resources. 

Neither flexible price supports which must use control to prevent great surplus 
accumulation in the Government’s hands, nor high fixed supports will permit 
balanced full output. On the other hand they greatly damage balanced farming. 
Since, regardless of Government control, farmers will continue to plant around 
360 million acres, year in and year out, and will turn out surpluses regardless 
of effort to control them, we should not disturb a sound balance of output. 

Since almost exactly 250 million acres are normally planted to the 6 basic 
crops and 3 minor feed crops (9 crops), to undertake to reduce this acreage 
will have almost 244 times as much surplus producing influence on the 41 other 
crops to which farmers will turn the diverted acres. This is because of 244 
times as much land is in the 9 crops normally as in the 41 other crops. 

A system of price supports based on multiple prices with surpluses from all 
crops selling at surplus prices and thus governing the balance of production 
for the 52 significant crops will avoid the difficulties of control and violent shifts 
into unsound use of cropland. It will also avoid regimentation of farmers, 
Such a multiple-price system can be made self-financing and will not rely on 
year-to-year appropriation and political vicissitudes to operate. 

A multiple-price plan, operated without control or market quotas to farmers, 
for wheat, would give farmers around 35 percent larger income than flexible 
supports under the 1949 law, and an income around 22 percent above that of 
present high fixed supports. This is based on parity at $2.50 per bushel for 
domestic consumption wheat; on export wheat under the wheat agreement at 
$1.55 per bushel; and surplus wheat at the unjustified low price of $1.25 per 
bushel either for feed or nonwheat agreement export. 

Finally since as I have shown such a plan probably would reduce the total 
feed units in the Nation, due to reduced feed-crop acres if increased acres are 
devoted to wheat, such a price support would not affect corn producers adversely, 
regardless of their claims to the contrary. Indeed it would tend to reduce 
surplus feeds rather than to increase them as has been shown. 


Mr. Anpresen. The next witness is Mr. George Goddard, secretary 
of the National Dried Bean Council. 
We will be glad to hear from you, Mr. Goddard. 


STATEMENT OF GEORGE GODDARD, SECRETARY, NATIONAL DRIED 
BEAN COUNCIL 


Mr. Anpresen. You have a prepared statement, Mr. Goddard? 

Mr. Gopparp. Yes, sir; I have. 

Mr. Chairman and members of the committee: We have attempted 
here in our prepared statement to deal with a specific problem that 
is of great concern to the bean industry. I will be very happy to read 
that and answer any questions with respect to it, but there are several 
other items that I think should be brought to the attention of the 
committee. Frankly there is doubt in our own mind whether they 
are matters of legislation. We are inclined to think perhaps they 
are matters of administration; but inasmuch as you gentlemen are 
considering this extension of the act and all of the other supplemental 
bills that have been introduced, it may well be that in reviewing this 
whole agricultural picture you would be interested in these other 
points. 
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Mr. ANpRESEN. It might expedite the matters if you would put your 
your prepared statement in the record and then make an extempo- 
raneous statement. 

Mr. Gopparp. Yes, sir. In the dried-bean industry we have suf- 
fered and did very little complaining. We are not as small as you 
might think, although you do not hear very much of us. In terms of 
sown acreage, according to BAE figures we rank 15 among all agricul- 
tural commodities and in dollars received by farmers we also rank 15. 

The industry is scattered in 14 States—New York, Michigan, Ne- 
braska, and practica'ly all of your Western States. The importance 
of the industry in many of those western areas is very vital to the 
agricultural economy of those areas by reason of the fact you find 
in Idaho, for example, that you grow wheat, sugar beets, dried beans, 
and potatoes and, when they all get sick and you get acreage allot- 
ments on wheat, we have a problem. 

Basically, we are in accord with many of the points Dr. Sanders 
has made. We are approaching this problem as a marketing job. 

We do not feel that enough attention has been given to just that 
sort of thing. We have on several occasions gone to officials in the 
Department and asked for help and we have been turned down and it 
has been shown subsequently that our figures were nearly accurate 
and theirs were away off. 

Now many of the things we have complained about in the past or 
suffered from have been improved somewhat, but not too substantially. 
We got the Government out of the bean business:a year ago last April 
and now they are back in it and they will be in itagain. In May 1955 
they will have, according to our best guess, a stock of between 8 anc 
9 million bags of beans. The alltime high was 4 years ago when they 
had 12 million bags. We are trying to anticipate problems. Our 
acreage last year will be increased, according to the Department’s 
report of March 1, by 14 percent. The trade tells us and the growers 
that in various areas the increase is likely to be 25 percent by reason 
of diversion from wheat, potatoes, and corn in some instances. That 
is going to mean we are going to have a market need for 18,700,000 
bags of the 1953 crop and the 1954 crop should go as high as 22 
million bags. 

While this is an industry with not many large growers—there are 
not many large factors—it is an industry that, scattered as it is, is 
very heavily co-op sponsored in many sections and, incidentally, the 
co-ops and growers are also members of the council. And it is almost a 
small county seat type of operation and, as such, we are not in a posi- 
tion to go out; we are not organized like industry and have been 
together in the form of a council for only a matter of about 31% years, 
so we are not set up like the dairy industry, for example, to go out 
and raise a war chest for promotion and advertising of $4 million, and 
probably it does not warrant it. 

But we do know there are export markets. We have had them in 
the past; but under the operation of the price-support system and the 
economics in the Department, a good many of those markets have 
been alienated. A good many of them have been lost to new produc- 
tion areas which have come in to supply our lost markets. 

I can sympathize with the wheatgrower who sees Marshall aid plan 
funds going into Turkey in the form of tractors and combines as well 
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as technical know-how, to make Turkey a serious exporter and has 
watched them steal many of our wheat markets. By the same token, 
I can imagine the concern of the cotton folks when they see aid money 
going into the digging of deep wells to put more acreage into the 
raising of cotton in India. And while there has not been anything 
as drastic as that happen so far as the bean industry is concerned, 
under the operation of the price-support bill at the present time, 
curiously enough I call the attention of the committee to the price- 
support program that has been announced. The harvest starts roughly 
on the 1st of September; the maturity date of the loans is April 30. 
It takes from 30 to 60 days and sometimes longer for Commodity 
Credit to assemble the reports from county and State committees, bring 
them in and get the warehouse receipts and then make offers for the 
sale of it. By that time they are running in competition with the new 
crop and what they are offering to sell is a year old. 

Now every bag of beans the C ommodity Credit takes over costs the 
Government. Ihave made some rough calculations that are generally 
correct; they may be off a cent or two. But assuming the C ommodity 
Credit takes over a bag of beans under loan on April ; 30 and they sell 
them promptly, as promptly as might be expected, it would be 90 days 
by the time they get their money and can make arrangements for 
shipment after the takeover. By reason of the difference in storage 
rates in the different areas, by reason of the different support levels 
for the different classes and varieties of beans, that would mean each 
bag would cost Commodity Credit an out-and-out loss of 87.2 cents to 
$1.265 per bag and even then they would be getting out good and lucky. 

Now under our proposal, if they have to stay in another year, the 
variation would be $1.64 to $2.73 a bag. If you get a situation where 
they decide they have to lower the support, as they are permitted to 
do to land an order in the world market, you get added to those figures 
an inventory loss. And for that type of merchandise when it is re- 
ceived abroad we do not make any friends; we are losing them and 
folks like Africa and South America and even Ethiopia are coming 
in stealing our markets. 

Our council for a second time has proposed to the De »partment of 
Agriculture what we think is a simple, practicable system of having a 
two-price system and, frankly, that is what it is. We want the Depart- 
ment of Agriculture to determine on September 1 their best estimate of 
the available surplus supply of dried beans, determine at the same 
time what the world market price is and then have Commodity Credit 
pay, as they have been doing, using section 32 funds, a maximum sub- 
sidy as has been done in apples, pears, dried fruit, honey and several 
others. Then on December 1 and on March 1 those figures would be 
reviewed, resurveyed and Seadoo made if need be. But it would 
do this; that would do just as you have to in the case of apples, do no 
more than put you on a competitive base with your competition in the 
world market. 

We are not asking to be subsidized so that we get a preference; 
all we want is to have an even break. We will get the preference on the 
basis of quality, but we do need to be on a competitive basis. It will 
enable us then to build and develop markets; it will keep Commodity 
Credit from ever acquiring this stuff and having it mismanaged; be- 
cause, frankly, despite their good intentions, I doubt if there is a mar- 
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keting man in the Department of Agriculture today. I know there is 
not on beans. And you must be re: alistic. It is costing us money, and 
it is not money that is going to the grower, the producers. They say 
they want industry’s cooperation, want industry to sell the crop; but, 
damn it, they don’t give us the climate in which we can be of assistance. 
That is enough for that. 

On the other things that annoy us, one is simply that these price- 
support programs—I do not know who drew the first one, but they are 
still using it—I suspect all they do is to change the date each year, but 
they find themselves in these problems from time to time and, as far as 
I can find out, nobody goes back and finds out if there is anything 
wrong in the program and what is causing the trouble. And I would 
like to call your attention to a press release issued by the Department. 

Mr. Anpresen. Do you want to put that in the record ? 

Mr. Gopparp. Yes, sir. 

Mr. ANDRESEN. It will be included, if there is no objection. 

Mr. Gopparp. In January we discussed this phase of the problem 
with a number of members of the committee and we were told it was 
their opinion that the way the price-support program was being oper- 
ated was certainly not in accord with the intent of Congress when the 
legislation was drafted, and in this press release I call your attention 
to the next to the last paragraph : 

Warehouse receipts covering loans that are not repaid by the final dates an- 
nounced today will be taken over on those dates by the Commodity Credit Corpo- 
ration. In this event, if the market price of the commodity is in excess of the 
loan value, plus interest and charges, producers, but only producers, of the 
commodity under loan will be paid the difference by Commodity Credit Corpora- 
tion. Settlement in these cases will be based on the difference between the mar- 
ket value as of the close of the market on the final date of repayment and the 
loan value, plus interest and charges. 

That system has been in effect for 4 years to my knowledge. It is 
only last year that some of the farmers reconciled it because, all of a 
sudden, bingo, they get a check from the Department of Agriculture 
or Commodity Credit and they thought everything was because they 
did not understand it. 

Mr. Anpresen. Now, do you propose any changes in the law? 

Mr. Gopparp. I think this is a matter that can be handled admin- 
istratively, yet there does not seem to be any disposition to do that. 

Mr. AnprEsEN. But you are not recommending any changes in the 
law. 

Mr. Gopparp. I do not think that is necessary, if they will do it 
administratively. 

Here is the fallacy of the thing: The whole argument is predicated 
by the Solicitor for the Department on the fact that you have to 
acquire title under these loans, so he views it just like a mortgage 
on your house; he has to put it up for sale to establish the value; and 
the way they operate is one chap down there calls up half a dozen bean 
dealers and says, “What was the market yesterday?” Maybe he gets 
the right information; maybe he does not. But it does not take into 
consideration that if 1 million or 2 million bags of beans were to be 
offered for sale today, that would not be the market; the market would 
be considerably lower. So what you are getting as the result of this, 
you are getting interference with the distr ribution and consumption of 
products, and I do not think the farmer wants it. He was awfully 
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slow; I do not think he believed what they were telling him and now 
they ‘are going out and advertising it and making him believe it. 

We have lost on lentil beans; we cannot get a market in Colorado, 
Wyoming, and New Mexico. We have lost from the 1953 crop, 
during this present marketing year, over 350,000 bags of export 
business that would have gone to Mexico, and I would say at least half 
that much again which would have gone into domestic channels, be- 
cause the farmers all of a sudden got smart and, bingo, the market 
went to $15 last spring for essentially all beans, and they all went out 
and planted their acreage, and now they are sitting there; they have 
their loan and are sitting back there and hoping that by keeping beans 
off the market they are going to get a different check from Commodity 
Credit. 

Mr. Anpresen. If you want to include any further statement in the 
record, we will be glad to have you do so because we will urge each 
member to study what you have said, and we thank you for the state- 
ment you have made. 

Mr. Gopparp. If I may add just one more thought: You have down 
at the White House now a chap by the name of Clarence Francis, who 
is chairman of the board of General Foods, who has been brought in 
as Coordinator of Surplus Disposal. I have known Mr. Francis a 
great many years. I think he is a very levelheaded, very sound sort 
of a fellow, and I think he is seriously trying to bring some harmony 
out of the interagency squabble that has been going on here for a 
great many years, as you well know, between the State Department, 
FO. A, Commerce, and the Department of Agriculture, which has been 
running a bad fourth every time the problem comes up. I think it 
would be extremely fortunate to have Mr. Francis and have that in the 
record, so the rest of the country knows just what they are doing 
toward formulating policy on surplus disposal. 

Mr. AnpresEN. We thank you for your suggestion. 

(The statement and press release submitted for the record by Mr. 
Goddard are as follows:) 


STATEMENT OF GEORGE GODDARD, SECRETARY, NATIONAL DRIED BEAN CoUNCIL 


Mr. Chairman and members of the committee, my name is George Goddard, 
secretary of the National Dried Bean Council. 

The council is an organization composed of the five regional associations in 
the dried-bean industry. They are the New York Bean Shippers Association, 
the Michigan Bean Shippers Association, the Rocky Mountain Bean Dealers 
Association, the Western Bean Dealers Association, and the California Bean 
Dealers Association. These associations comprising the council have in their 


membership growers, co-ops, processors, dealers, and shippers who handle over . 


90 percent of the dried-bean business of the country. The membership is repre- 
sentative of the industry from coast to coast, in some 14 States. According to 
the figures released by the Department of Agriculture, in 1953 dried beans ranked 
15th in sown acreage and 15th in cash income to farmers among all the agricul- 
tural commodities produced in the United States. In 1954, because of diversion 
of acreage from wheat and corn, the March 1 intentions report indicates a 14.1 
percent increase in sown acreage. As beans are a late planted crop, this increase 
could easily become 25 percent. 

The dried-bean industry, including growers, is facing an extremely serious 
problem and very frankly we need help or at least a change in the treatment 
that we have heretofore been accorded, much against our will and accompanied 
by our screams of anguish. I will try to touch briefly on some of the high 
points. Four years ago the price-support programs and careless, if not sloppy, 
sales policy, found CCC owning an inventory of 12 million bags of beans, As 
of April 30, 1953, because of our nagging and sales into export markets at give- 
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away prices, they had no inventory. Later, from the 1952 crop, they took over 
a substantial block of beans of one class. 

As of February 28 the inventory was approximately 365,000 bags, all of one 
class. Agriculture reported that as of February 15, 1954, 4,206,983 bags of dried 
beans were under loan or purchase agreement from the 1953 crop. The indica- 
tions are that on April 30, 1954, CCC will own over 2,500,000 bags of 1953 crop 
dried beans and over 300,000 of 1952 crop beans. The 1953 production was 
18,700,000 bags; on the basis of the intentions report the 1954 crop could total 
0 million bags, and if a 25 percent increase in acreage develops, with averag 
yields based upon recent years, it could bring production up to over 22 million 
bags. Boiled down, with a carryover of 2,500,000 bags op May 1, 1954, from the 
1953 crop would be added a potential carryover from the 1954 crop of 3,800,000 
to 5,800,000 bags. The Government and the dried-bean industry are, therefore, 
faced with disposing of from 7 million to 9 million bags of dried beans over and 
above domestic requirements within the next 17 months; or, in the alternative, 
faced with production controls on the 1955 crop, which authority is now being 
sought for the Secretary of Agriculture in the administration bill now under 
consideration. In the marketing year 1953 our exports dropped to 3,300,000 
bags, and in the current marketing year we are running behind last year for 
the first 4 months by 415,000 bags. 

There, simply, is our problem. We must build export markets, but our prices 
are out of line with world prices. We are not competitive. Last August 1 we 
requested an export subsidy program of CCC. We were told that they would 
check. In October, after being told verbally to forget export subsidies and the 
use of section 32 funds, we asked for a merchandising program and help from 
the Distribution Branch, PMA. The answer this time was they saw no need, 
as it appeared to them that there was but enough beans to meet domestic and 
other needs. The indicated carryover of over 2,500,000 labels clearly the value 
of their estimates. 

On January 18, 1954, the delegates and officers of the council made the same 
request for an export subsidy program, with the United States Department of 
Agriculture determining on September 1, December 1, and March 1 the available 
exportable surplus and the world market price, adjusting the export subsidy so 
that United States dried beans would be competitive, pricewise, on the world 
market. We followed up, but have no reason to believe that anything will be 
done—that is why we are here. We want an export subsidy program payable 
out of the funds of CCC. This, we believe, is appropriate as CCC’s capital 
impairment is now being handled by direct appropriation and the savings possible 
under this type of program would be of direct benefit to CCC. Further, section 
32 funds are limited in amount, restricted mainly to perishable commodities, and 
the competition for the remainder by other commodities and projects is terrific. 

The sales by CCC in recent years of their inventory of dried beans, which are 
at least a year old and in many instances 4 years old, has won us no friends. We 
have acquired a reputation in our former export markets for selling inferior 
merchandise. This is an obstacle that must be overcome. The council’s proposal 
would permit the rebuilding of permanent export markets and their further 
expansion by marketing during the normal marketing season. At the present 
time a crop is harvested in September and October, placed under loan, and, if 
not redeemed, becomes the property of CCC the following April 30. At least 
2 months or longer are required for CCC to determine what they have taken 
over, assemble the papers, and list for sale. Before any substantial sales can 
be made under present procedure, CCC finds itself competing with the new crop. 
It is a stupid and vicious circle. 

Whenever CCC takes over under the price-support program a bag of beans, 
it is costing the Government money in interest, storage, and handling charges, 
and writeoffs to bring in line with market, in other words inventory losses. We 
have figured these losses on a 3-month basis and 1 year. As loan levels vary by 
classes and storage charges vary by different areas, it has been necessary to give 
the low and the high for each period. The cost for the 3-month period is esti- 
mxted to be 87.2 cents to $1.2614 per bag; for a year the range would be $1.64 to 
$2.73 a bag. These figures do not include cost of inspection, shrinkage, or deteri- 
oration. It is possible in some instances that the savings would offset the export 
subsidy. 

In a sense, what we are asking for might be termed the two-price system; 
We consider it to be but a sensible marketing approach to a tough problem. 
There exists a precedent in the legislation directing the use of section 32 funds. 
In the Agricultural Act of 1949, in setting forth sales policy and direction to 
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CCC, you have authorized the Secretary of Agriculture to sell for export at what 
he may determine is the world-market price, a fair price, or, in effect, any price. 

There is this difference in what we propose compared with present policy and 
authority—an export subsidy would preclude CCC from acquiring the same 
volume of beans as at the present time. The beans would be sold in their best 
quality condition during the regular marketing season and on stabilized markets. 
The export organizations developed over the years by many dealers could operate 
freely and with contacts improve goodwill and volume, which they are not now 
in a position to do. The export trade would be put into the hands of these— 
the dealers and the shippers, who are close to and have the interest of the grower 
at heart. The CCC would not be plagued by the opportunist and specuiator, who 
in many instances is a national of some other country. 

We are advised that the administration will submit proposed legislation that 
will authorize funds for disposal of agrictitural surpluses over the next 3 years. 
If this is considered, a provision for export subsidies should be considered other 
than the use of section 82 funds. If desired, we will submit for the committee's 
consideration a proposed amendment to the legislation now under consideration. 





UNITED STATES DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 
WASHINGTON, December 24, 1958. 


UNITED STATES DEPARTMENT OF AGRICULTURE ANNOUNCES FINAL REPAYMENT 
DATES FOR WAREHOUSE-STORED GRAINS 


The United States Department of Agriculture today announced the final dates 
for the repayment of Commodity Credit Corporation loans on 1953 crop grains 
and related commodities stored in commercial warehouses. 

A complete list of commodities, maturity date, and final date of repayment 
for each, follows: 


C — Maturity Final date for 
ommodity 





date repayment 
Winter cover crop seed Jan. 31,1954 | Feb. 1,1954 
Flaxset 1 Arizona and California ‘ lo Do. 
Dry ed beans in Michigan and New York Feb. 28,1954 | Mar. 1, 1954 
Gra orghun Mar. 31, 1954 Mar. 31, 1954 
Wheat Apr. 30,1954 Apr. 30,1954 
Oats ..do Do. 
Barley do Do 
Rye do ‘ Do. 
Flaxseed except in Arizona and California do Do 
Dry edible beans except in Michigan and New York do 228 Do 
Ri ‘ nt didi sR Beli 7 do Do 
Soy beans od a ae eat May 31, 1954 June 1, 1954 
Cor taditndn db inpinpachivens ohne tiadiandinaas edie inmininnanaciecamntt ; =a July 31,1954 | July 31,1954 


Borrowers may repay their loans prior to the dates announced today, and 
farmers are urged to do so in instances where current prices are above the 
loan price plus carrying charges. Producers desiring to redeem their warehouse 
receipts must have their funds in the mail on or before the final date for 
repayment. 

Warehouse receipts covering loans that are not repaid by the final dates 
announced today will be taken over on those dates by the CCC. In this event, if 
the market price of the commodity is in excess of the loan value, plus interest 
and charges, producers—but only producers—of the commodity under loan will 
be paid the difference by CCC. Settlement in these cases will be based on the 
difference between the market value as of the close of the market on the final 
date of repayment and the loan value, plus interest and charges. 

Department officials pointed out that today’s announcement applies only to 
warehouse loans and does not modify in any way the operations of the price 
support program for farm-stored commodities or those supported by purchase 
agreements. 
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Mr. AnprEsEN. Our next witness is Mr. Carl H. Wilken, who 
originally comes from Iowa. 

Mr. Horven. Comes from Sioux City. 

Mr. ANprESEN. We would be glad to hear from you, Mr. Wilken. 
We have heard you many times before and have always enjoyed your 
constructive statements. If you will address the committee briefly 
and then place in the record such other material as you have we would 
be glad to have you do so. 

Mr. Hoeven. Off the record, please. 

(Discussion off the record.) 


STATEMENT OF CARL H. WILKEN, ECONOMIC ANALYST, 
RAW MATERIALS NATIONAL COUNCIL 


Mr. Wiiken. Mr. Chairman, I have always enjoyed meeting with 
this committee, and I am glad to be with you again today. 

The American people and the people of the world do not realize 

debt of gratitude they owe this committee. This committee’s 
firm stand on the 90-percent price supports, ever since 1942, has made 
it possible for the agricultural industry to not only furnish the food 
and other farm raw materials to win the war and help rehabilitate 
the world in the postwar period, but in addition to give to the Ameri- 
can people the highest food standard and general living standard that 
any nation has ever had in the history of the world. 

During the past 3 years I have been employed by the Joint Com- 
mittee on Defense. It was a special committee set up under the 
Defense Act of 1950. I do not pretend to speak for any members 
of the committee; I am here just as a citizen. 

During the course of my work with the Committee I have followed 
the different factors that determined the operation of this economy, 
I think probably more closely than any man in the United States. 
I am prepared to tell this committee specifically how the present 
situation developed and what caused it. 

A few months ago I prepared some material which covers the opera- 
tion of the economy of the United States from 1929 through 1952. 
I put this material in pamphlet form. It happens that it is the result 
of about 17 years of research work, work that you men are familiar 
with. 

I mailed a copy to every Member of Congress. I know how busy 
Members of Congress are. Maybe it was not called to the attention of 
some of them, and maybe they have not had time to read it. 

I would like, if I may, to suggest that this pamphlet be put in the 
record. If you cannot put it in the record, if you feel it might cost too 
much, I think it should be called to the attention of every member of 
this committee. 

I would like to have you read it, and then later on, if you have any 
questions, I would like to meet with you again. 

The pamphlet not only analyzes the operation of our economy, but 
it also lays out a very specific program. 

Now, in 1947, I spent about 2 hours with this committee discussing 
a long-range farm program. The farm problem is no different today 
from what it was in 1920 or 1925 or 1929 or 1932 or last year. The 
problem that confronts this committee is to have a farm program that 
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will result in the farm raw materials moving into our economic cycle 
at an average of parity. That is the only kind of a program the 
United States can afford. 

The reason I say that is that for every 1 percent of farm parity the 
United States has at stake $3 billion. For every 1 percent that farm 
prices and farm income drop below par the Nation will lose $3 billion. 
That is the first point I want you to get. 

Society has missed the full import of this farm price-support pro- 
gram by thinking it is a special dispensation to agriculture. They 
must realize that a farm price support is a support of the national 
economy. When you get that picture it will not take long to solve 
this problem. 

You can set up a permanent ere price-support program which 
with positive administration will yield 100 percent cf parity and 
cost over a number of years not possibly more than a billion dollars, 
which is one-third of 1 percent of our national income rate last 
year. 

The point I want to make is that with that sort of program and the 
use of a revolving fund of $1 billion you can underwrite the prosperity 
of the United States. If you do not do it then you are going to have 
a depression. 

Now, in 1948 I appeared before the Senate committee, when the 
60-90 percent sliding scale was before them. I told them bluntly if 
the program were passed and it became law they would have legislated 
a depression. That bill cost the United States $20 billion. I can take 
the record of this Nation and prove it. Industry had to cut back 9 
percent of its physical output. 

Now, in the last year or so under the calculation of the present 
parity formula it shows that the farmer is receiving 90 percent of 
parity. The real story is worse than that. The present prices of 22 
leading raw materials, as of the 25th of March, were 90 percent of the 
average for 1947-49. Your consumer’s price level is 115. 

Reverse the figures. Divide 115 into 90, and you will find that the 
raw material producing areas in the United States have 78 percent 
of the purchasing power that they averaged in 1947-49. That is your 
real situation. 

Now, then, at the crux of this whole thing is our economic thinking. 
In his appearance before this committee the Secretary of Agriculture 
a few weeks ago took it upon himself to question the accuracy of the 
7 times turn of farm income. I have read his statement. 

I feel charitable toward the Secretary, because I have no idea 
whether he prepared the statement himself or whether he had some- 
body else throw some words together. But the statement clearly 
reveals the lack of homework of whoever wrote the statement. 

Now, in regard to this 7 times turn of farm income, I have read 
many items in papers and so on of people questioning this ratio, with 
some of them ridiculing it, and I know how easy it is for that to 
happen. 

In this pamphlet I have tabulated the gross farm income for the 
24-year period 1929 through 1952. I have ‘also tabulated the national 
income as computed by the United States Department of Commerce 
the same 24-year period. Those are the two things you must use to 
get the 7 times turn. You cannot get any results by dividing cows 
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into horses. In other words, you have to have the right figures in 
the right place. 

The average in that 24-year period is $7.06. I think the committee 

can agree that we can still say that the gross farm income turns 7 
times. I think the Secretary owes me an apology and he owes Members 
of Congress an apology who have used this 7 times turn in discussing 
the farm problem, not only on the floor of the House and the Senate, 
but before the American public. 

Next, I will point out how easy it is for somebody in the Secretary’s 
Department to get confused. We have four kinds of farm income. I 
will give them to you. 

In 1953 we had’$ $35 billion of gross farm income. That is the figure 
that I used; the gross figure. That includes all farm products sold, 
all farm products used on the farm, and the earned increment from 
buildings on the farm. That is your gross. 

Next we come to the cash farm income. The cash farm income was 
$30.9 billion. 

Then we come to the contribution of agriculture to national income. 
That was $201, billion. 

Then we come to the net income, the farm operators’ income, and that 
was $12.1 billion. 

Now, it ought to be self- ovsment that you have a different answer 
if you divide $35 billion into $307 billion, the national income the De- 
partment of Commerce had last year, or if you should divide it by 
$31 billion or by $20 billion or by $12 billion. 

To confuse the situation still further, we have two income figures in 
the United States for the Nation. T he De partment of Commerce last 
year had a national income of $307 billion, and the Department of 
Agriculture, Bureau of Agric ultural Economics, has a figure of $279 
billion. So there again you get an entirely different answer, if you 
divide the gross farm income, the cash farm income, or the net farm 
income into $279 billion rather than $307 billion. 

I will stand with the seven times turn of farm income. 

The important thing in the statement to me was this: The Secretary 
of Agriculture made what is to me a ver Vv amazing statement when he 
said: “We cannot place blind faith on ratios.” 

To say that we cannot depend upon ratios means to deny arithmetic. 
Without mathematical ratios we would not be able to build the auto- 
mobiles or the skyscrapers or the airplanes, or compute how many 
bushels of wheat we have, because the ratio is 60 pounds of wheat to a 
bushel. We could not tell how many bales of cotton we had. We could 
not compute the appropriations and the taxes that would have to be 
levied. 

Maybe that is why we are in some of this confusion. We are up 
here in the stratosphere of theory. We will not use ratios; we will 
not use arithmetic; we will not use the record of the United States, 
which contains the answer to this economic problem 

I will go a step further. He said there is no way in which we can 
tell the cause and effect. That is a strange statement for the Secre- 
tary to make. The Secretary, so far as I know, is a very religious 
man. I think he is one of the apostles of the Mormon Church. As 
a good Christian he ought to know that the good Lord created the 
earth. 
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Now, then, you have often heard the statement: How can you tell 
which comes first, the hen or the egg? It is easy to answer that ques- 
tion. If the good Lord had created the egg, there would not have 
been any hen to set on it and hatch it and bring up the chick, so the 
food Lord created the hen. And the good Lord created the soil and 
the water and the sunshine and the forests. 

President Eisenhower in his agricultural message to Congress says 
that our soil and our water and our forests are the foundation of our 
national economy. I none with that 100 percent. The good Lord 
intended it to be that way, but Mr. Benson says he does not know. 

Well, everything in the world has a beginning. You cannot solve 
this economic problem in the United States unless you have a be- 
ginning, and that beginning is agriculture. I have pointed this out 
consistently, ever since 1937, when I first brought out this seven times 
turn of farm income. 

Now, it is true that conditions have changed since we have had 
the United States. For example, in 1775, 9 out of every 10 people 
were on the farm. In 1850 there was 1 farmer for 1 other worker. 
Just to bring some history to you, in 1850 we had $100 of income per 
capita, and agriculture owned one-half of the wealth of the United 
States. 

Now, that turn has gradually increased, but the effect of the gross 
farm income in generating national income has not changed and 
never will change. 

oe rive you another check on it, if you will go back to 1929 and take 
the cash farm income in 1929—in other words, the actual product 
turned into money—up to 1951 you will find that the cash farm in- 
come increased 193 percent and the income of your nonagricultural 
segment of your economy increased 194 percent, or almost in exact 
ratio. That could not happen unless there was an ‘aoe corollary 
between the two. 

Now, with this seven times turn of farm income you can readily 
see what happens when our farm prices go down. 

In this pamphlet you will find a chart showing the comparison of 
farm prices and the prices of all commodities from 1890 to 1952. I 
have gone through the record from 1800 on. This Nation has never 
had a depression with farm prices at parity or above. It has always 
had one with farm prices dropping below parity. 

In the 1920-21 depression, industry was forced to cut back its 
physical production 33 percent. 

In the depression from 1929 to 1932 they had to cut back 47 percent. 

In 1937-88 it was 23 percent. 

In 1948 it was 9 percent. That brings us up to the present. 

The 90-percent price support had nothing to do whatsoever with 
the present situation of so-called farm surpluses; nothing whatsoever. 
The factors that brought it about were the administration of the 
OPS, taxes, and imports. Those are the three reasons. Now, in 
your cross-examination, if you want me to go into it in detail I would 
be glad to do so. 

The 90 percent is receiving the blame. If you had not had the 90- 
percent price support in 1952 and 1953, the imports and the adminis- 
tration of the OPS would have forced the United States into a severe 
depression. You were extremely fortunate that we have had it to 
help protect us as well as it did. 
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Now, since July 1953, the total production of the United States has 
dropped back 13 percent. You do not have to be an economist; all I 
want you to do is use arithmetic. Last July we were ne at a level 
of $310 billion of income. That 13-percent cutback i 1 produc tion, 
if it continues throughout the year, will mean a loss of 13 percent 
of $310 billion, or roughly $40 billion of income. 

In terms of labor it means this: In July we had 63 million employed. 
It will mean that 13 percent of those 63 million will be either partially 
or completely unemployed, enough to make up 13 percent of the total. 

The Federal Government is collecting about 25 cents out of every 
dollar in taxes, and the loss of that $40 billion would mean $10 billion 
less Federal revenue. 

Now, there are lots of words being used in the papers describing 
this situation: Adjustment, rolling readjustment, recession, and 
depression. Iam not going to give ita name. I am just telling you 
at the present time we are losing at a rate of $40 billion of national 
income because we have not maintained farm prices at parity. 

Why have we not? Because society naturally wants cheap food. 
They do not realize that to have cheap food means a reduction in 
income for the United States. 

Yesterday morning I was in here listening to a gentleman who 
wanted practically a complete removal of all price supports. He 
wants cheaper cotton. He says we can sell more. 

Let us just examine the record. Your record will show that from 
1929 to 1932 when we had that price drop, instead of increasing the 
consumption, like the average economist seems to think it will, it cut 
back the average consumption of textile fabrics—cotton, wool, and 
so on—351 percent. 

Now let us take meat. In 1929 we were consuming 130 pounds of 
meat per capita. By 1935 we were consuming 116 pounds, 14 pounds 
less. Then we go up to 1947, corn-fed cattle over $30 per hundred- 
weight, and we were consuming 153 pounds. Then we dropped back 
to 135 ponds in 1951. Last year it was 148 pounds, 6 pounds less than 
in 1947. 

We do not have any surplus that is unmanageable at the present 
time. I wish we had three times as much farm products on top of 
the ground, in the bin, as we have at the present time. I am going 
to tell you why. With the present moisture conditions west of the 
Mississippi River and through the Southwest, if we should happen 
to have a drought similar to 1934 or 1936 we would not have enough 
feed to take care of our livestock. We would have to liquidate it. 
We would set back our economy so that it would take us 5 years to 
recover from it. 

This reserve that we have at the present time, about 15 percent of 
a total year’s production, is absolutely inadequate to protect the wel- 
fare of 160 million people in the United States, 200 million head of 
livestock that we have, and that is not all. The stockpile we have here 
is the only stockpile that 214 billion people in the world have today. 

Now, then, we do not have ‘to take any loss on those materials. All 
you have to do is keep them in the bin and not sell them below what 
they are worth. You take your loss when you sell them below parity. 
Up until that time it is just an investment in inventory. 

I have one other point to make. Your economists are thinking in 
terms of getting these prices down to move these products out thr ough 
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our economy. It cannot be done unless you first restore parity for 
agriculture and other raw materials. 

[ am going to tell you very simply why. In 1948, with $34 billion 
of gross farm income in the United States, we had a $55-billion in- 
ventory in manufacturing, wholesale and retail trade. Last year we 
had a gross farm income of $35 billion, and at present we have a $80 
billion inventory in manufac turing, wholesale and retail trade. You 
cannot move these raw materials into the economic cycle because they 
are blocked by that $80 billion of inventory. Somebody had better 
start to wonder who is going to take the loss on that $80-billion in- 
ventory. It is far more important than the inventory we have out 
here on the farm. 

If I had it to do, I would block any further movement of those farm 
products into the cycle above the amount needed, and let this price 
recover to parity. If you do not do that, you are going to have a very 
severe depression on your hands, and especially so if you pass a slid- 
ing scale of price supports, because that will increase the dislocation 
between farm income and the income of other groups. 

In closing I am going to very simply tell you why that is going 
to be the case. In this pamphlet you will find a very simple analysis 
of the population of the United States. You will find that in the 1950 
census in towns of 10,000 and under, and areas surrounding them, we 
have 50 percent of the population of the United States. There are a 
few of those towns of 10,000 which have a little factory or are around 
a large city. We have towns like Sioux City, Iowa, with 80,000 or 
90,000 population; and Sioux Falls, with 60,000 population. They 
are nothing more than distributing centers between the agricultural 
industry and our factory setup. They are part of the agricultural 
industry. They do not realize it, but they are part of the agricultural 
industry. 

I will tell you why. W 0 the distributor in Sioux City or Sioux 
Falls or Bismarck, N. Dak., or any of those towns out there, orders a 
tractor or a car from the factory he pays factory price plus cost of 
transports ition to the Pp lace where he ‘open ites. Where does his op- 
erating margin come from? It comes from the money spent in pro- 
ducing the farm crop and other raw materials. 

Now, then, States like Iowa, South Dakota, Mississippi, and Min- 
nesota, primary in the agricultural area, spend about 70 percent of 
their income for goods at retail. New York and Pennsylvania spend 
50 percent. Asa result of that we have half of the market for goods 
in the United States in rural America. So whenever you cut bac k farm 
income 10 percent your factory setup has to correct for the cutback. 
That is eh this thing works. 

When you get that kind of picture it would be comparatively simple 
to evolve a program that will work. 

There is one point I want to drive home. You cannot afford to let 
those farm raw materials go into the cycle below an average of parity. 
You cannot give the farmer a payment of part price and part Govern- 
ment check, for the simple reason that you lose the turn as the farm 
products move through the cycle. Let me explain that very simply. 
If you enter a prime steer into the economic cycle at $15 a hundred, 
every step of the way, every time that steer is handled, there is that 
amount of money drawn out plus costs. That will roll out at the retail 
counter with steak selling at about 4214 cents a pound. If it goes 





sttirinmtataniaie neta 


LONG RANGE FARM PROGRAM 3471 


in at $30, the $30 has to be drawn out for each 100 pounds, taking it all 
the way ‘clear out through the retail counter, and steak will be at 85 
cents a pound. 

Let me illustrate that on a broader scale. In 1939 the American pub- 
lic spent $15.7 billion for food. In 1952 they spent $63 billion for food, 
or 4 times as much. But because of that movement of farm income 
through the cycle they spent exactly the same percentage of their in- 
come for food in 1952 as they did in 1939; 21.8 percent. 

Now, in 1952 they got about 12 percent more food, clothing, and so 
on for their money than they did in 1939, for the same percentage. 
In other words, we had the lowest real cost of living in 1952 that we 
have ever had. Department of Agriculture records prove that to be 
a fact. 

I have here the agricultural outlook charts of the Department 
of Agriculture. I want to say this: In the Department of Commerce 
and in the Department of Labor and in the Department of Agricul- 
ture you have the finest set of records that any nation ever had in the 
world. But it is the most unused record, and it is the most unanalyzed 
record that exists. This document is just full of information; chart 
after chart, page after page; but there is not a word of analysis. The 
thing you need is analysis. 

Now, at the present time you have a lot of discussion about butter. 
A few years ago there was a very unjustified attack on cattle prices 
and the price of meat, which almost ruined the cattle industry. They 
are doing a pretty good job with the dairy industry at the present time, 
and if allowed to continue they will ruin it. 

The whole thing is primarily a result of a lack of understanding 
and a lack of analysis of the facts. Let me illustrate. In 1912 the 
average worker was receiving 22 cents an hour. Butter sold at 37 
cents a pound. Coming up to 1925 and 1929 the average industrial 
worker was receiving 56 cents an hour. Butter sold for 55 cents a 
pound. Last year butter sold for 80 cents a pound, and the average 
industrial worker received $1.79 an hour. 

I think the public is being told that this butter is too high. The 
thing that really brought about this present butter situation was a 
move that was made by OPS in 1951, when they rolled back the price 
of fats and oils. That rollback of the price of fats and oils not only 
dislocated the market in the United States but dislocated the market 
throughout the whole world. Asa result of it you had 10-cent lard, 
which reacted on your hog market; and you had 10-cent coconut oil 
for a while and 10-cent cottonseed oil. Your competitive situation 
with other fats and oils, which were too low, brought about this 
butter situation. 

Let me point out what will happen. If you cut this butter say to 
30 cents a pound and try to move it, to sell it, for every pound of 
butter you sell you will add another pound of cottonseed oil to the 
stocks that the Commodity Credit Corporation has, because you are 
not going to increase the personal consumption of fat above what it 
is. W hy? The per capita consumption is practically constant. The 
fats and oils market in the United States is one of the most important 
parts of agriculture. We have in total about 12 billion pounds of fats 
and oils. At an average price per pound of about 30 cents, it means 
that the value of our fats and oils is equivalent to about 10 percent of 
the farm income of the United States. 
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Your fats and oils are very closely interrelated with all kinds of 
farm products. For example, you cannot produce cotton without cot- 
tonseed, and then you have cottonseed oil. You cannot feed hogs 
without having lard. You cannot feed cattle without having tallow. 
You cannot milk a cow without having butterfat. You cannot grow 
corn without corn oil. You cannot grow peanuts without peanut oil. 
That is true all the way through. 

From a basic food standpoint it is almost ridiculous to have a pound 
of fat containing 4.080 ealories of food selling for 15 cents a pound 
and on the other hand a pound of red meat with 1,275 calories selling 
at 85 cents a pound. It does not make sense. 

Unless the price of cottonseed oil, soybean oil, peanut oil, and your 
other fats and oils is brought up, you are not going to solve the butter 
problem by trying to push it into the market. 

Mr. Anpresen. Mr. Wilken, would you care to comment or say 
anything about this wool proposal which has been made? 

Mr. WiLKen. This wool ap seep is a definite step into socialism. 
That may sound like rather harsh terms, but that is the fact. Under 
the wool program, as I understand it, they are going to permit the 
wool to sell at the market price, as they call it, and then give the wool 
producer a check for the difference between the price he received and 
the 90-percent price support. Is my understanding correct of the 
operation of it? 

Mr. Hoeven. Is that part of the Brannan plan / 

Mr. Wivxken. It is not the Brannan plan. It is a Socialist plan. 
That thing was back in the Department of Agriculture before Mr. 
Brannan ever became secretary ot Agriculture. 

Now, if Congress is going to do that with wool, then why do you 
not call up Henry Ford and General Motors and say: “Now, you 
fellows have to produce a car for $1.000. You pay the workers $1 
per hour, and then the Government will pay the rest of their wages.” 

There is just as much reason for that. I was rather surprised that 
that sort of proposal was put before Congress. It is a direct step 
into socialism. 

Mr. Anpresen. Well, if it works for one it will have to work for 
all the others. 

Mr. Witxen. That is the easy way into this whole thing, sir. 

Let me illustrate what can be done. We would have no problem 
with our farm secubacthon if we would maintain a 90-percent price 
support and an adequate reserve to protect ourselves against drought 
and have a realistic trade program. Then there is no reason why we 
need any acreage control. 

One thing that helped bring about this present situation is that the 
British devalued their pound in 1949 and cut back the value of goods 
produced in the English sterling area about 30 percent below what it 
had been. On the other hand, that increased the price of our products 
to Great Britain by 30 percent, because they cut the pound from, I 
think, $4.03 to $2.82. Asa result of that we had a net import of over 
$1 billion of agricultural products i in 1950, another $1 billion in 1951, 
another $1 billion in 1952, and another $1 billion in 1953. If we had 
used that $4 billion of credits created by buying those products from 
other countries to ship out $4 billion of farm products, your cupboard 
would be bare. But we did not operate that way. 
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Now let us come back to wool. We only produce 30 percent of our 
wool. If we will handle it just exactly like we do sugar, under the 
sugar agreement, maintaining a price and paying a proper price to 
Cuba, there is no reason why we cannot trade. For example, instead 
of letting this price of wool go down, so that we put ourselves in a 
position of feeling sorry for the woolgrowers, where we want to give 
them a check out of the Tre: isury, let us give them the price they are 
entitled to; 60 cents a pound, if that is parity. Then let us permit 
no pound of wool to come into the United States and sell below that 
price. 

That does not mean we cannot trade. You know we are going to 
buy about 70 percent of the wool we need. England has a lot of wool 
and Australia has a lot of wool. Let us make a deal with them. Let 
us say that parity for wheat in the United States is $2.45 a bushel. 
Then we will ship a bushel of wheat at $2.45 a bushel and take payment 
for it in wool at 60 cents a pound, which is also parity. 

That is in reality what we are doing under the sugar agreement 
with Cuba. Now, if they insist they only want to give us half of 
parity for the wheat, let us give them half of parity for the wool we 
bring in. Trade goods for goods on an equitable basis. 

Mr. Lovre. Mr. Wilken, I think it should be said in fairness to the 
wool industry that they are not too happy with these production pay- 
ments that have been recommended, but due to the fact that the admin- 
istration refuses to give the wool industry the protection which it 
needs the only answer as of the present is production payments. It 
was my understanding that the Tariff Commission recommended that 
the tariff should be increased 10 cents a pound. It is my further un- 
derstanding that the administration feels that that will interfere with 
our international interests and is not in the interest of defense. 

For that reason this program you are talking about has been sug- 
gested. I believe that the wool industry would much prefer to have 
tariff protection than production payments. I believe you agree with 
that, do you not, Mr. Wilken? 

Mr. Wirken. I agree, definitely. I know that the wool growers 
are not a bit in favor of the wool program. 

To me that is an illustration of how easily society can be led to 
bow down if times get rough. 

Let us go back to 1932. I can remember in 1932 and 1933 when 
chamber after chamber of commerce in the United States, from little 
cities and big towns, were in Washington down on their hands and 
knees for a “hand out” 

We have this struggle on with communism. It is on two fronts; 
the military and the economic. If you do not want to have the United 
States lose this fight, do not permit a depression, because if you permit 
a depression you are going to lose it. You are going to lose your 
allies just like that [snapping fingers] because they “will have to accept 
socialism. 

The only way you can prevent a depression in the United States is 
by maintaining a price. That is the only thing that is wrong. You 
have the production. You have the facilities to produce with. If you 
maintain the price you will have the income. 

Mr. Hitz. Let me ask you a question right there. 

Mr. Anpresen. Will you yield to me for just a moment? 

Mr. Huu. Yes. 
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Mr. Anpresen. You do not think it would be possible for the other 
countries of the world to have a Marshall plan in favor of the United 
States ¢ 

Mr, Witken. No; definitely not. 

Mr. Hut. There is a question bothering me now, and I would like 
to settle this. Following Mr. Lovre’s suggestion, if we are going to 
maintain a price at parity, how are you going to trade in the world 
which has no idea of what parity is# How can you put your goods 
in the markets of the world in any manner whatsoever if we are try- 
ing to maintain a standard of living and a standard of price which 
has no bearing or connection with any country with which we deal? 
That is the answer I want. 

Mr. Witken. Let me illustrate how you can do that. Here is one 
thing we do not realize in the United States: We do not realize that 
on an hourly basis—and I am talking now of what an hour of work 
will.buy—we have by far the lowest cost of living of any nation in 
the world. 

Mr. Hu. But that is based on our dollars. 

Mr. WiLKEN. Now wait a minute. Over in Czechoslovakia in terms 
of our money they are getting about 56 cents an hour, and around 60 
cents is the approximate wage level all over Europe. I noticed an 
item in the paper the other day which said that a woolen suit of clothes 
was $74 in Czechoslovakia, where they are getting 56 cents an hour. 
Compare that to $1.79 here. 

Now we will come back to this sugar agreement. We imported 
about 70 percent of the sugar we needed. We paid the countries we 
bought it from about $6.25 a hundred, with a world price at about 
$3.40. Why should you worry what England and Australia want to 
sell their wool for in England and Australia? You have a problem 
of disposing of X number of bushels of wheat. You have also a prob- 
lem of bringing in this wool. If you say to England and Australia, 
“We will allow you 60 cents a pound for every pound of wool we bring 
in, but you have to allow us $2.45 a bushel for wheat,” then you have 
your parity. 

Mr. Hint. Let us not get the Sugar Act mixed in with this other 
type of commodity, because on the Sugar Act we have made an inter- 
national sugar agreement. I would say up to now I think most coun- 
tries have lived up to the agreement. 

You do not mean to tell me you can get an international agreement 
on wool ? 

Mr. Wirxen. All right; let me give you the picture. 

Mr. Hu. How can you? That is what I want to know. 

Mr. Wrixen. We have 6 percent of the population of the world in 
the United States, and because of this paradox of turnover of farm 
income, which in the United States is about 7 times, and in the rest 
of the world it is about 214 times, we generate 45 percent of the dollar 
income of the world, and we are buying today over half of the raw 
materials which the world produces. 

The world is dependent upon a prosperous United States, and the 
United States is not dependent upon the rest of the world. That is 
the first point you have got to get. 

The thing that we have been trying to do under our trade-agreement 
policies and the thing we are trying to do under the Paley report, 
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the Bell report, and the Randall committee, is to buy cheap raw 
materials. 

Take South America, for example, and Mexico. They have a popu- 
lation greater than the United States, but they have an annual income 
of $250 a year, as compared to $1,900 a year in the United States. 

How do you expect their buying power to keep up the price of wool, 
or the price of cotton or wheat, or anything else in the United States? 
You have got to make provision with them to trade, and I will give 
you an illustration to show how it can be done. 

Take coffee, for example. We have had this how] about coffee 
prices, and if we were to adjust coffee prices from 1925 to 1929 up to the 
present at the same ratio that we have increased our wages in the 
United States—from 56 cents an hour to $1.79 an hour—65 cents a 
pound, f. o. b. Brazil would be a fair price for coffee. That would 
give their wage earners an adjustment similar to ours, and it would 
bring them up to about $1.50 a day. That is what you can get with 
65-cent coffee. 

Since 1948 we have increased our payments for coffee $843 million 
just through the increase in the price since 1948. That $843 million 
created more trade with South America than all the efforts of the 
Export-Import Bank, and the International Bank and the trade 
agreements combined. 

“Tf you want to bring on trade with the rest of the world, the first 
thing you have got to do is to pay them a price that is in balance 
with us. 

Mr. Hu. If we are going to do what you are advocating, we are 
going to get completely away from trading in money, and deal in 
barter where you trade goods for goods. 

Are you advocating that to this committee? 

Mr. Wiixen. No; I am advocating trade with money. 

Mr. Hitt. What money? Whose money ? 

Mr. WiLKeNn. Our money. 

Mr. Hii. Well, yes, our money 

Mr. Wirxen. Now, just the other di ay, I prepared an analysis of a 
bill to restore gold and silver as a monetary base, and let me give you 
an idea of the position we are in: 

In 1954 we decided to put the price of gold up to $35 an ounce. 

Mr. Hii. You mean down to $35? 

Mr. W1LKENn. No; we put the price of gold up to $35 an ounce. 

Mr. Hr. Down. 

Mr. Wiixen. No; we put it up—moved it up from $20.67 to $35. 

Mr. Huw. It was $70, and we put it down to $35. 

Mr. Wiixen. No; it never was $70. That is, at that particular 
time, but that is the only time in the world gold had ever reached such 
a low price. 

Mr. Anpresen,. As I recall, the historic index for the price of gold 
was $20.67, but we did not raise it. The President raised it, at that 
time, to $35. 

Mr. Hitz. That has no bearing on what I am talking about, 

Mr. Wirxen. The point I wanted to make was that with gold at 
$35 an ounce, our dollar would buy 59 percent as much gold as it did 
before it was raised. 

Now, in order to maintain that price, we brought in $12 billion 
worth of gold into the United States from 1934 to 1941 from foreign 








3476 LONG RANGE FARM PROGRAM 


countries. Foreign countries could not afford to own any gold at 
that price, and they shipped it over here. 

That created $12 billion of credit to ship out goods. But, we are 
up against this particular situation at the present time: We have 
$22 billion worth of gold in the stockpile and $11,900 million is ear- 
marked to offset foreign balances in the United States. That gold 
was shipped over here because gold has no earning capacity. It has 
a value, but it has no earning power. 

It was shipped over here and the money was invested in our stocks 
and securities, which do have earnings. If we go into a depression, 
they will dump those stocks and securities, take payment in gold, and 
take it out. 

Now, in this whole transaction of gold, you begin to wonder who 
is running the United States. We increased the price of gold to $35 
and forced the domestic owner to turn it in at $20.67. Is that right? 

Mr. Anpresen. That is right. 

Mr. Witken. We paid foreign owners $35. Is that right? 

Mr. ANDRESEN. That is right. 

Mr. Wirken. Today the “foreigner can draw his gold out and 
demand payment in gold for his securities, and the domestic owner 
cannot. 

Now, of course, theoretically it is all right to say, “They will not 
do that; they will not draw it out.” 

Our records show very clearly that from 1929 to 1932 they did 
draw it out, and they will draw it out this time for the simple reason 
that it is good business. That is, stocks and securities, if they start 
to drop and in order to stop a loss, they will sell them and take out 
gold which has a fixed value, and you come back to that $35 gold. 

We set it up and then we had the monetary agre ements signed, and 
the architect of that was Dexter White, and they fixed it. up so it 
could not possibly work. ‘Today we have the greatest dislocation of 
foreign exchange that the world has ever had, and to illustrate, the 
French franc has dropped from 19.3 cents in 1910 to less than one- 
third of a cent at the present time. 

Now, as a Nation, we should be taking the lead to do something 
about it. We have two choices to make. Are we going to permit 
the American price level to drop down to the level so that the world 
purchasers can buy our goods? If we do, we are going to have to go 
through the wringer, and go through a complete depression, and 
wipe out about 60 percent of every capital value in the United States 
today. 

What are we going to do? Are we going to do like I suggest and 
tell them that we are going to maintain prosperity in the United 
States? We have got to do it to protect them, and if they will 
cooperate with us, we will bring about a price stability of raw mate- 
rials at the parity level, and if it is necessary to restore the value 
of gold so you can go back to producing gold, set it up at $52.70 an 
ounce. 

Gold is a commodity, just like a bushel of wheat. Someone has to 
produce it, and if the United States wants to produce 4.5 million 
ounces of gold, like we did in 1910, we will have to pay $52.70 an 
ounce, but someone is going to have to make up their mind as to 
how much gold do we want, and do we want it produced ? 
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If you want it produced, you will have to pay $52.70 to get a pro- 
duction of 4.5 5 milfion ounces per year. 

Mr. Hix. That is why our gold mines are closed down. 

Mr. Wiiken. I know it. 

Mr. Lovre. Mr. Chairman, could I ask one further question ? 

Mr. ANDRESEN. Yes, sir. 

Mr. Lovrr. Mr. Wilken, as you know, I am very much interested 
in this 7-to-1 ratio turnover, and cert: Sana your statistics back that up. 

Now, is there any lag between the price of farm production and 
national income; if there is a I: ag, how long is it? 

Mr. WiLKeNn. Well, there is a lot of lag. In the first place, I will 
give you one illustration : 

From 1929 to 1932, the gross farm income fell off about 54 percent. 
Now, that would not have been so bad if that was all that took place. 
That is, if you just think in terms of agriculture, but when that took 
place, the national income had a cutback, of 54 percent, but the na- 
tional income reached its low a year later—in 1933. 

Mr. Lovre. Then, there is about a year’s lag. When farm income 
goes down, about a year afterward, we will find a downward trend 
in the national income 4 

Mr. Wriixen. I think the best example 1 could give you to show 
you what you might call the average lag, is what took place in 1948 
and 1949. 

Now, to get that picture you have got to go inside the record in 
detail. For example, in September farm prices were 187 percent of 
1946, and I am using the Associated Press index. 

To illustrate what your present situation is, compared to the same 
index, today it is 175 percent. In other words, 35 leading raw ma- 
terials today are lower than in 1948 in the United States, when they 
started to go down, and we had a steady drop to July 1, 1949. They 
dropped from 187 percent to 150 percent. 

As you remember, Congress restored the 90-percent price supports 
in 1949, and from 1949 we had a continuous rise until June 25, at the 
time the Korean war broke out. We had an increase from 150 per 
cent to 170 percent. Now, this is prior to Korea, and of course we 
had some rise afterward. 

The national income in the last quarter of 1948 was running at an 
annual level of $234 billion. It reached the low in the last quarter of 
1949 at $214 billion. 

If you remember, in my testimony I said that cost us $20 billion— 
$234 billion minus $214 billion is $20 billion. So, the low in your 
national income in that instance came 6 months after farm prices had 
started back up. 

Now, to show you the added factor that helped bring about some 
of that recovery, if you remember, in January of 1950 the Government 
decided to pay out $2.8 billion in insurance benefits. This income was 
paid out, and it was widely distributed, and with the normal trade 
turnover that would mean about $14 billion of business. 

Those two things are what brought about the recovery in 1949. 
First, the restoration of the 90-percent price supports and, secondly, 
the use of that $2.8 billion. 

If you want to get the picture of how long it takes, let us take the 
situation as it is today. 
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Agriculture is getting ready to produce the 1954 crop. What is 
society living off of? The crop he produced last year. So, on a broad 
basis you have a precedence of a year. Now, on a very broad basis, 
the agricultural industry has to precede the growth of the rest of our 
economy by about 16 years, because it is the agricultural industry 
that furnishes the materials to grow our labor force. 

Mr. Hoeven. Mr. Wilken, there has been a steady decline in net 
farm income during the past several years. It has happened while the 
90-percent parity formula was in force and effect. 

How do you account for that? 

Mr. Witxen. The big factor that took place was in 1950 and 1951. 

Now, I sat in with the writing of the Defense Act, and the act set- 
ting up the Office of Price Stabilization. Now, the act provided that 
there should be no ceiling on farm prices below parity. It also pro- 
vided that wages should be stabilized with commodity prices; it also 
provided that industry was to have a normal operating margin. That 
was a good law, and if it had been administered that way, it would 
have been all right, but the first step that was taken—and it was 
pronounced by Eric Johnston, former member of the chamber of 
commerce, who was administering the act at that time, said indus- 
try could operate on an 85 percent of normal operating margin, taking 
3 years of the past 4 years. 

There is no industry that can operate on an 85 percent of normal 
operation. The price ceilings were fixed on the basis of that 85 per- 
cent of operating margins, and I told the committee at that time that 
the step would cost the Federal Treasury $3 billion, and that is what 
it did cost the Treasury in 1952, because the Federal Treasury was 
collecting about 50 percent of the operating margin, and when they 
squeezed it down, of course, the Treasury had to take the loss, 

It isa matter of record, as to exactly what happened. 

Now, the next step was to grant an increase in wages and they rolled 
back cattle prices, and they rolled back the prices of fats, oils, and 
hides. 

With the wage increase, and the 85 percent of operating margin and 
the price ceiling, the only place that the industry could get out was to 
push farm prices down. The whole pressure was downward on farm 
raw material prices. 

So, what happened, in March of 1951 prices were at 215.7 percent 
of 1926, using the same Associated Press index which is now 175 
percent. 

So, they were just pushed down, just like that, to about 175 percent 
on the 1st of last year, and they are still about 175 percent now. 

The thing that happened, and to get the real picture, if you take the 
net income of farming operations, it dropped from $17.7 billion in 
1948 to about $12.1 billion at the present time. Now, that is a drop 
of $5.6 billion times 7, and that is, roughly, $40 billion. Because of 
this drop and because of the inventory that exists in our pipeline, we 
cannot market the inventory ; you cannot sell it. 

Now, if the next step has to take place, and you have to have the price 
on automobiles cut down, for every dollar that your corporate profit 
is reduced, the Government will lose 50 cents of it, and you will really 
have an imbalanced budget, if price cutting is added to the present 
situation. 
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Mr. Anpresen. I would like to ask you one question, and I do not 
want you to consider it personal, but as long as we are talking about 
all of these things, we have just had a rollback in the support price 
of dairy products. 

Mr. WiLKEN. That is right. 

Mr. AnpresEn. We have had a rollback from 90 percent to 75 per- 
cent, which I feel is a reduction in the income or the purchasing power 
of dairy farmers by some 16 percent to 20 percent. ' 

Dairying is the largest single industry in agriculture, with the 
exception, possibly, of the livestock industry, and makes up about 23 
percent of our agricultural economy. 

What do you think will be the effect on our economy of this rollback 
in the support price of dairy products? 

Mr. WiiKken. Well, I have not figured it, exactly, but I imagine it 
will roughly be about a $500 million cutback to the dairy industry, 
and 7 times that would be a $3.5 billion loss. 

Mr. AnpresEn. It has been estimated at $600 million, and then when 
you multiply that by 7, you get the result of the effect it will have on 
the economy ? 

Mr. WiiKen. That is right. 

Mr. Anpresen. And that will be 7 times $600 million, which is over 
$4 billion? 

Mr. Witken. That is right. 

Let me make another point: I mentioned a minute ago that our 
present production had dropped back 13 percent since the high point 
in July 1953. Well, if we fail to produce the goods to create that 
$40 billion, we will have this thing happen to our whole food industry. 
The public spends 22 percent of its income for food, and not having 
generated that $40 billion of income, it means that there will be $8.8 
billion less income to buy food, and it is a perfectly quick way to create 
surpluses. Most of the surpluses that we have now have been the result 
of underconsumption. 

The other thing I think that might be well to point out that I have 
not touched upon—the other important factor in bringing about this 
trouble in farm prices—is he question of taxes. 

In 1950 the consumer, after taxes, had 85.9 percent of the national 
income to spend. That is the ratio, and the tax increase in 1950 
and 1951 to help pay for these war materials cut back the disposable 
income to 80.6 percent of the national. The ratio in regard to the 
national income as a result of that cutback was about 5.5 percent and 
represented $15 billion of buying power. 

The public normally spends about 5.7 percent of its disposable 
income for meat. When we cut that $15 billion out of the picture 
to pay for tanks and automobiles, and so on, it took about $800 
million or $900 million out of the buying power for meat, and you 
can also figure that it took out about $1.5 billion out of the buying 
power for textile goods. That brought about underconsumption. 

Now, to show you the broader picture, the textile industry today 
is producing 94 percent of what it produced in 1948. Our entire 
nondurable goods industry—your food industry, textile industry, the 
heverage industry, and tobacco industry—actually employed 300,000 
less people in January 1954 than they did in 1948, and the nondurable 
neil part of our economy represents 75 percent of the whole. 
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It could not expand because of the tax situation, and with that ratio 
of 80.5 percent of the national income available at the retail level 
in our economy, we are not going to get back full consumer buying 
until we get the taxes down. 

Mr. Lovre. This 7-to-1 ratio that you have referred to relates to 
gross income, and not to net income: that is correct, is it not? 

Mr. Wiixen. Oh, yes: it is gross. It has got to be gross income. 

Mr. Lover. In other words, in answer to Mr. Hoeven’s question, 
we have had a downward trend of net income to the farmer since 
1951 ¢ 

Mr. WiLKEN. 1948. 

Mr. Lovee. But, according to your chart, I notice that from 1949 
up to and including 1952, gross income has increased; is that right? 

Mr. Wiiken. That is right. 

Mr. Lovre. But, net income has decreased ? 

Mr. Wixken. That is right. 

Now, then, let me expand upon that a little, because that is a very 
important factor: 

If you remember, I told you that half of the market for goods in 
the United States was in rural America, and that these little towns 
and cities like Sioux City depended for their income on money spent 
n producing agricultural products. 

Last year, the farm operators got 35 percent of that $35 billion, 
and the balance of it was paid out to produce the 1953 farm produc- 
tion. That is what kept them going. 

Yet, we have people saying: “Why give special dispensations to 
agriculture?” Agriculture is only getting about one-third of the 
gross output, and someone else is getting the rest of it, and those 
people living in those towns have just as definite an interest in the 
price of butterfat and the price of fat and the price of wheat, as the 
farmer himself. 

We do not realize it, but we have vot to get it to him. 

Mr. Anpresen. If there are no further questions, we thank you 
very much, Mr. Wilken, for your excellent statement, and I will 
ask the clerk of the committee to examine to see whether or not we 
can include your entire statement, and the charts, as part of the 
record. 

Mr. Wiiken. Thank you very much, sir. 

Mr. Anpresen. The committee stands adjourned until Tuesday 
morning, at 10 o’clock. 

(Whereupon, at 12 noon, the committee recessed until 10 a. m., 
Tuesday, April 6, 1954.) 
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MONDAY, APRIL 5, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met at 2 p. m. in the committee room of the House 
Committee on Agriculture, the Honorable Clifford R. Hope (the chair- 
man) presiding. 

Mr. ANDRESEN (acting chairman). The committee will come to order. 
We will resume consideration of general farm legislation. 

I understand that a group of very distinguished gentleman repre- 
senting the cotton-producing areas have a statement to present to 
the committee. I also understand that Mr. J. R. Flautt of Mississippi 
is the spokesman for the group. We would be glad to hear from you, 
sir. 


STATEMENT OF BOB FLAUTT, ON BEHALF OF THE MISSISSIPPI 
DELTA COUNCIL, MISSOURI COTTON PRODUCERS ASSOCIATION, 
LOUISIANA DELTA COUNCIL, AGRICULTURAL COUNCIL OF 
ARKANSAS, AND THE TENNESSEE PRODUCERS ASSOCIATION; 
ACCOMPANIED BY HILTON L. BRACEY, HARVEY GRANT, JR., 
J. C. PORTIS, HARVEY ADAMS, J. T. HAYNES, AND JOHN WILDER 


Mr. Fuaurr. Thank you, Mr. Chairman and members of the com- 
niittee. 

Mr. Chairman, I would like to introduce the representation of the 
five organizations that we represent here, if that is in order. 

Mr. Anpresen. That is in order. You may do so. 

Mr. Firaurr. Mr. Hilton L. Bracey, executive vice president of the 
Missouri Cotton Producers Association; Mr. Harvey Grant, Jr., of 
the Louisiana Delta Council: Mr. J. C. Portis, president of the Arkan- 
sas Agricultural Council; Mr. Harvey Adams, executive secretary of 
the Arkansas Agricultural Council; Senator J.T. Haynes of the Ten- 
nessee Cotton Producers; and Mr. John Wilder, executive vice presi- 
dent of the Tennessee Producers. 

Il am Bob Flautt, representing the delta counties of Mississippi. 

This statement is made in behalf of the organizations listed above. 
Now, gentlemen, the five organizations have concurred in this state- 
ment. It is rather short and not too complicated. We have tried to 
stick to the point. We will not bother you with too much testimony. 

Since farmer members of these five groups think alike on most of the 
more important agricultural issues, a joint statement has been pre- 
pared to present their views to members of the House Committee on 
Agriculture. 
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We recognize the fact that members of this committee have for some 
time been listening to testimony and opinions of farmers, farm or- 
ganization spokesmen, and many others having an interest in agricul- 
ture. The nonpartisan, working relationship of the committee is a 
matter of record and we know that individual committee members are 
as deeply interested in farm problems as are farmers themselves. 

American agriculture has a tremendous responsibility. It must 
provide adequate food and fiber for the entire population and at the 
same time be able to expand production on short notice to fill emer- 
gency requirements. Farmers throughout the United States have 
demonstrated their ability and willingness to comply with production 
goals, both in times of war and peace. The problems of farming are 
somewhat different, however, from those of industry, and farmers are 
not able to exercise the same degree of control over production. A 
long-range farm program for the United States must, therefore, take 
certain factors into consideration. It must assure an adequate supply 
of agricultural commodities for domestic consumption and exports. 
It must be so designed as to provide for adjustments in farm produc- 
tion, and it should provide for economic stability and equality of farm 
income. The farm program is not solely for the benefit of agriculture, 
but it is for the protection of the Nation as a whole. 

Those who advocate the application of a sliding scale price support 
policy for all basic crops are assuming that a decrease in price to the 
farmer will bring about two immediate results. These results are: 
(a) an increase in consumption, and (6) a decrease in production. 
The net effect of these two forces would (reportedly ) be to bring sup- 
ply in line with demand. 

Unfortunately, this conclusion, obvious though it may seem, is fal- 
lacious. The problem is far more complex and both production and 
marketing economics for each particular commodity must be taken 
into account to avoid the pitfall of “oversimplification.’ 

Assuming, however, that the sliding scale theory would work equally 
is well for all crops, just how effective would it be for cotton? In an 
address on February 27, 1954, before the Minnesota State Spring 
Barrow Show at Albert Lea, Minn., Mr. Don Paarlburg, Economist, 
United States Department of Agriculture, said, 

A 10 percent change in the price of wheat ordinarily leads to about a 2 or 3 
percent change in the same direction in the acreage of wheat the following year 
Cotton responds in about the same way. 

Let us assume, therefore, that a 10 percent reduction in the price of 
cotton brings a 214 percent reduction in the acreage the following 
year. Let us assume, also, as Mr. Paarlburg’s statement suggests, that 
any percentage reduction in the price of cotton brings a reduction of 
about one-fourth that same percentage in the acreage. 

During the crop year 1952-53, the average farm price for cotton was 
34.17 cents per pound. The crop of 1953 was 16.3 million bales. 
Taking Mr. Paarlburg’s formula and assuming no change in yields 
per acre, we can get from the following apres some idea as to how 
effective a flexible price-support Jaw would be in reducing the pro- 
duction of cotton. 

If the average farm price during the crop year 1953-54 should be 
30 cents per pound, this would amount to a 12.2-percent price re- 
duction, and accordingly we would get a 3.05 percent reduction in 
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acreage. This cut of more than 4 cents per pound in price would give 
a cut of about a half million bales in production, and we would still 
get a crop of 15.8 million bales. 

Correspondingly, if the price per pound were 25 cents, we would 
get a crop of 15.2 million bales, and if the price per pound were 20 
cents, we would get a crop of 14.6 million bales. 

Mr. Paarlburg attempts to reconcile himself to this effectiveness of 
flexible supports with the following statement: 

It is not proposed in the program recommended by the President that price 
changes would have sole responsibility for bringing about needed changes in 
production. Acreage allotments and marketing quotas would be retained and 
undoubtedly be used. But these controls would be working along with price 
changes to bring about the needed adjustments. These two forces would not 
be working against each other as at present. Presently, farmers are being told 
by the high price to produce all they can; they are being told by acreage allot- 
ments and marketing quotas to reduce their production. Small wonder there 
is confusion. 

Small wonder, indeed, that there is confusion when farmers are 
asked to follow this type of reasoning. 

In recent months, industrial production in this country has been 
reduced 9 percent, but industrial prices on the whole have been reduced 
virtually none at all. It would confuse the typical industrialist if 
he were advised that these high prices are unsound because they are 
telling him to produce all he can. It would confuse him considerably 
to learn that what he needs, for his own good, is for his selling prices 
to be reduced so that management, in deciding to cut production, 
would have the benefit of these lower prices working along with them 
in helping them to cut that production. 

How can farmers be other than perplexed at this time? It is clear 
from the application of the previously mentioned formula that price 
cuts would be a minor factor in bringing needed adjustments of cotton 
production to demand. It is clear that farmers, like industrialists, 
need some inducement other than a price cut to cause them to reduce 
production. It is confusing to hear spokesmen for the United States 
Department of Agriculture assuring farmers that they need a price 
cut working along with the real policy which will cause the acreage 
reduction; namely, the allotment program. 

Does anyone really think that acreage allotments would actually 
work any better if they were accompanied by a cut in the farmer’s 
price? Will it help for the farmer to have his price reduced at the 
same time that he has his production cut so that his income is knifed 
in two ways at once? 

The industrialist cuts his production, not because of a price cut, 
but for the very purpose of preventing a cut in price. Yet farmers 
are being asked to embrace a cut in production and a cut in price as 
two blessings that are working along together in his behalf. The 
only sensible purpose of a cut in one is to avoid the necessity for a cut 
in the other. To ask him to take both forms of punishment at once is 
indeed confusing. The only time you could expect any reduction in 
cotton acreage in response to a price drop would be in a situation in 
which the next best production alternative would, as a result of the 
price drop, become more profitable than cotton. Such situations are 
extremely rare. 

Just how great the reduction in income from cotton allotments alone 
will be to cotton farmers in the six Southeastern States comprising the 
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Sixth Federal Reserve District is shown by the following table taken 
from the Banker’s Farm Bulletin, published by the Federal Reserve 
Bank of Atlanta. 

Gentlemen, here are some statistics and figures which I will not try 
to interpret for you, unless you really want me to. I will skip over 
them and you can consider them later. 

(The information is as follows:) 


Value of cotton crop under assumed conditions of price and yield 


{In millions of dollars] 


Percent change, 1954 


Estimated 1954 value from 1953 





1953 value, s i 
State based on 
actual yeild |(A) Based on|(B) Based on 
| iverage vield, 1953 yield (A) (B) 
1942-51 + 5 percent 
5 121 28 21 —17 
4 3 32 37 
12¢ 94 104 21 13 
129 74 104 42 —19 
I sg 221 284 35 16 
nnessee 11) 78 80 29 »® 
District States 856 591 703 31 —18 
l ted States 2, 597 1, 825 | 2, 276 30 —12 
A verage price figured at 31.5 cents per pound 


Mr. Fiavrr. If the sliding-scale provision were in effect for 1954, 
the reduction in income would, of course, be much more drastic. With 
farm income representing such a large percentage of total income 
in the midsouth and southeastern areas, the combined result of acre- 
age allotments and price cuts together would precipitate a serious 
economic situation. It is well to keep in mind that the per capita in- 
come in these areas is considerably under that of other sections of 
the Nation. 

American agriculture has already been forced to absorb a reduction 
in income. In fact, the United States Department of Agriculture 
reports that farmers retained a net income of only 3614 percent of 
their 1953 gross farm income, the smallest percentage for any year 
since the peak of the depression period in 1932. Net income of Amer- 
ica’s farmers in 1953 was 5 percent below that of the previous year 
and 13 percent below the 1951 level. Cash receipts from marketings 
of farm commodities dropped last year to an estimated $31 billion, 
4 percent below 1952, while total volume of farm marketings went up 
4 percent. Thus, the difference actually was 8 percent. 

The cost of raw cotton represents a very small percentage of the 
retail price of most cotton goods. This is especially true for apparel 
and household uses, which account for more than two-thirds of the 
total domestic consumption. The latest figure provided by the United 
States Department of Agriculture shows that for the last quarter of 
1952, the cost added to cotton apparel and household items, after the 
cotton left the farm, was 87.6 percent of the retail price. This had 
increased from 84.8 percent in December of the previous year. A 
2-, 3-, 4-, or oe per pound decrease in cotton prices to the farmer 
would hardly be reflected in the final sales price to the consumer. Also, 
this price cut could easily be entirely offset by an increase in the cost 
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of labor, transportation, and so forth. Thus, the doubtful possibility 
of a sharp increase in consumption because of lower prices alone be- 
comes even more vague when viewed in the proper perspective. 

The theory that lower farm prices will reduce production has never 
been proved. In fact, the preponderance of evidence is on the other 
side. Farmers must have a certain income to meet fixed minimum 
production costs and to maintain a living for their families. When 
prices swing downward, many farmers have no alternative but 
increase production to make up the difference in volume. As : 
illustration of just how much incentive a sliding-scale veicdlaaiih 
program would be to voluntary adjustments, let us look at the outlook 
for a few of the nonbasic commodities in 1954. 

Price supports on flaxseed have been reduced from 80 percent of 
parity to 70 percent. United States Department of Agriculture 
sources indicate that the intentions of farmers producing flaxseed are 
to increase acreage by about 18 percent. 

The price supports on soybeans have been reduced from 90 to 80 
percent. The outlook for 1954 plantings points to an increase of 12 
percent. 

Supports on dry edible beans have been reduced from 87 to 80 per- 

cent; with acreage outlook up 14 percent. 

Supports on corn in noncommercial areas have been reduced to 67 
percent, W ith an outlook for a 5 to 10 percent increase in corn acreage 
in those areas. 

Cotton farmers in our area are of the opinion that the only satis- 
factory way to control production is by allotments and quotas. 

Price fluctuations will not only have little effect on acreage planted, 
but also poses one of the greatest problems to the producer, the mills, 
the consumer and the buyers of cotton in foreign countries. The 
following is extracted from an address by E. D. White, Deputy Diree- 
tor, Food and Agricultural Division, Mutual Security Agency: 

During the period 1946-50, foreign cotton prices fluctuated on the averaye 43 
percent per year, and this does not take into consideration the wild prices of 
1951. Think of what a 43-percent change in price does to cotton producers year 
in and year out. Think what it does to cotton-consuming nations lake a 
nation that imports, say, $100 million worth of cotton a year. Can the treasury 
of that country make sound plans for financing needed cotton imports when the 
price might be up or down as much as 438 percent? Can textile mills plan 


sound, long-term consumption programs with widely fluctuating prices? And 
finally, what can consumers depend upon? Price stability is what is needed 

stability at a reasonable level. It can do much to promote trade in cotton—to 
increase the use of cotton—and to create a sound basis for building long term, 


expanded use programs. 
Mr. White also said: 


Lowering the price of cotton is not a very effective means to increase con- 
sumption. Last season (1952) cotton sold for from 40 to 65 cents a pound, and 
the free world consumed only about 25 million bales. This season cotton prices 
are much lower—only 30 to 35 cents a pound—yet the free world is consuming 
only about 25 million bales. A 25 to 50 percent reduction in cotton prices 
yet no increase in cotton consumption. * * * Depressed prices are not desirable 
for either cotton-producing nations or cotton-consuming nations. 


Unfortunately, the large reductions in the cost of producing cot- 
ton anticipated from mechanization and other technical improvements 
are still a few years in the future. Currently, cotton farmers find 
themselves in a transition period when production costs are at about 
the highest level in history. Under many circumstances, cotton- 
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growers at this time have neither the economies of the old hand-and- 
mule methods nor the potential gains in efficiency from full mechani- 
zation. The trend is toward a higher proportion of costs on cotton 
farms becoming fixed in nature, with increased investments in ma- 
chinery and a rather rigid schedule of expense for fertilizer, seed, 
supplies, labor, and so forth. 

We, therefore, urge that the Congress extend, at least through 1956, 
a 90 percent support price on commodities for which controls have 
been voted. The Secretary should also be given authority to impose 
marketing quotas on any supported commodity for which there is an 
oversupply. For cotton farmers, 90 percent of parity will offer some 
measure of protection through the elimination of high risks until 
new gains in efficiency are possib ‘le. Industry has ac hieved this pro- 
tection through tariffs, import quotas, and the ability to control pro- 
duction. Labor is protected by minimum wages and _ collective 
bargaining. 

A support price at 90 percent of parity permits the cotton farmer 
to sell his crop in an orderly manner, thereby helping him to more 
nearly achieve parity of income. The bulk of the crop becomes avail- 
able for market during a 3-month period. Without equitable loan 
protection, farmers would be forced to sell most of their cotton during 
this period to meet obligations. An equitable loan program is, there- 
fore, a valuable tool for orderly marketing. It also offers protection 
to the consuming pub lic by helping to stabilize prices in the event of 
crop failure. In the event of short production Commodity Credit 
Corporation stocks may be utilized to fill consumer demands. Defi- 
ciencies in supply caused by weather, insects, and other unpredictable 
factors could prove more expensive than the cost of the farm program. 
In fact, shortages could prove disastrous to the Nation. 

Cotton farmers have demonstrated their willingness to cooperate 
with their neighbors and with their Government to control production 
through acreage allotments and marketing quotas. Cotton producers 
are willing to adjust their acreage and production in line with demand, 
assuming that ever y effort will be made to develop fully the outlets for 
American cotton both at home and abroad. Domestic consumption 
of cotton remains high. The current cotton problem has been caused 
by dwindling exports. This loss in foreign trade cannot be blamed on 
price alone. The fact is that United States exports have been effec- 
tively throttled by United States foreign policy. 

Foreign trade is vital to the well-being of American agriculture; and 
and we urge that our foreign trade policy, tariff and import regula- 
tions be thoroughly overh: auled and geared to our present-day econ- 
omy. We recommend the adoption by our Government of a positive 
announced export goal for agricultural commodities. For cotton, 
this goal should not be less than 41%4 million bales per year. This 
should be a permanent, stated goal, so supported that it would be 
recognized around the world. 

To supplement this policy, we recommend flexible convertible ex- 
change to permit foreign countries to purchase American commodities, 
reciprocal trade agreements, the extension of credits including the re- 
volving fund and similar credits, continuation of onshore war 
risk insurance, and a strong promotional campaign by the Department 
of Agriculture to sell American cotton abroad on its merits. 
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We are opposed to the proposed set-aside of from 3 to 4 million 
bales which would be excluded from the computation of carryover for 
the purpose of determining price supports. We recomme nd, instead, 
a defense stockpile of from 114 to 2 million bales of cotton, such ¢ ‘otton 
not to be available for use except in time of war or at a price equal to 
120 percent of parity. We recommend that cotton in the stockpile be 
included in any supply calculations. 

Cotton has been listed as a strategic material second only to steel 
as a vital defense material. Had we had such a cotton stockpile in 
1950 when the Korean war began, there would have been no necessity 
for the 16-million-bale goals in 1951 and 1952. There would have 
been no need for export controls, which were imposed because of 
possible cotton shortage. 

The present cotton-supply problem can be traced back to export 
controls in 1950 followed by unrealistic production goals in 1951 and 
1952. The net result is that the American farmer has been forced 
to act as the buffer for the entire world. It has been the United States 
cotton producer who has had to absorb all of the adjustments required 
to stabilize world price and supply. It has been the United States 
cotton producer who has been forced to play the role of the residual 
supplier in world markets. 

We do not take issue with those who advocate the desirability of 


some measure of flexibility in determining price supports. We do 
differ om arply, however, with those who define the 90-percent support 
level as “high rigid price props.” In the first place, the parity formula 


itself is flexible and is designed to reflect the constant. change in the 
price ratio of things farmers have to sell with those that he must buy 
to stay in business. A modernized parity formula, designed to accu- 
rately reflect these changes, would provide all of the flexibi ity neces- 
sary. We recommend the constructive revision of the existing parity 
formula. We consider the present formula to more nearly fit, the fully 
mechanized ¢ rops than it does cotton. 

We do not oppose a change in the definition of normal supply of 
cotton. The normal supply of cotton for any marketing year is cur- 
rently defined as the estimated domestic consumption of cotton for 
the marketi “ec for which such normal supply is being determined, 
plus the estim: ated exports of cotton for such marketing year, plus 
30 percent of the sum of such consumption and exports as an allowance 
for carryover. We recommend that consideration be given to a lower 
allowance for carryover in order to prevent our cotton surplus from 
becoming too burdensome before controls can become operative. 

We recommend that the Secretary of Agriculture be legally author 
ized to give full consideration to the factors of normal under planting 
and abandonme nt when arriving at his decision regarding a national 
cotton-acreage allotment. Underplantings have averaged more than 
10 percent during control years. The rate of abandonment is about 
214 percent per year. We strongly recommend that the Secretary be 
given the authority to take these important factors into account in 
making his calculations. 

In conclusion, and based on the best information we can obtain from 
the most reliable sources and our own experience and judgment, we 
wish to repeat that the so-called sliding or flexible price support would 
serve no useful purpose except to reduce the loan level a the market 
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price to the producer. With respect to cotton, a 90 percent of parity- 
loan level has proven equitable and good business for the farmer, the 
Government, and the consumer. We respectfully recommend the ex- 
tension of a 90-percent support price for all crops which are under 
acreage allotments and marion quotas. 

Mr. Chairman, on behalf of this group, I wish to thank you for the 
opportunity and privilege of testifying before you today. If there 
are any questions any members of the committee would like to ask, 
we would be glad to try to answer them. 

Thank you. 

The Cuarrman. Mr. Flautt, I am sure the members of the com- 
mittee appreciate your being here and making this very excellent 
statement to the committee. There are, perhaps, some questions that 
members of the committee would like to ask, so if you will just resume 
your seat that will give them the opportunity to do so. 

Mr. Gatuines. Mr. Chairman? 

The CHatrman. Mr. Gathings. 

Mr. Garurnes. It is quite unique that several farm organizations 
should come before this committee with a joint statement. I com- 
mend you for this comprehensive testimony. 

I have followed the gentleman closely as he made this fine presenta- 
tion. I would like to ask whether or not your recommendation with 
respect to normal supply of cotton is in line with that of Secretary 
of Agriculture. Is that what the Secretary wants? Are you all in 
accord with the Secretary’s statement in that regard ? 

Mr. Fravrr. I am just not familiar with the Secretary’s position. 
Harvey, could you answer that ? 

Mr. ApAms. Mr. Gathings, you refer to the 20-percent factor, in- 
stead of 30 percent ? 

Mr. Garurnes. That is right. 

Mr. Apams. That would depend a good deal on the remainder of 
the bill, Congressman Gathings. If the sliding-parity formula went 
into effect and you put it at 20 percent of the normal consumption— 
that is, domestic consumption plus export—then you would lower your 
price support. 

Mr. Gatrurnes. What would be the lowering at the 20 percent? 

Mr. Apams. Under the present circumstances I believe about 4 or 5 
percent. Every time I try to figure I do not come out exactly at what 
the Department of Agriculture figures. According to my estimate I 
think it would lower the normal supply by 10 percent. 

The normal supply is provided in your total supply. That would 
start down on the sliding-scale formula. Then, of course, that would 
also depend on whether the present sliding scale were in effect or 
whether the proposed sliding scale were in effect. The present sliding 
scale would start at 108 percent, and the proposed sliding scale would 
start at 102 percent. 

There are a good many factors that enter into it. If the present 
law were in effect, with 90 percent of parity, then the only effect of 
that 20 percent instead of 30 percent would be that probably it would 
put marketing quotas into effect at a little bit lower figure. I do not 
think we would have any objection to that, but I think we would 
object to it going into effect where by it would lower our price support. 

The Cuatrman. Any further questions? 
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Mr. Garuines. Not at this time. 

Mr. Asernetuy. I havea question, Mr. Chairman. 

The CHairman. Mr. Abernethy. ; 

Mr. Asernetuy. Mr. Flautt, on page 9 of the joint statement, with 
particular reference to the last paragraph, ertitled “Defense Stock- 
pile,” as I interpret that, your group disagrees with the recommenda 
tion made by the President and the Department only on quantity ‘ 
The Department recommends a set-aside of 3 million to 4 million 
bales. As I interpret your position, you practically recommend the 
same thing, but only to the extent of 114 million or 2 million bales? 

Mr. Fiavurr. We recommend 114 million to 2 million bales, Mr. 
Abernethy, because we feel with 114 million to 2 million bales, plus 
any carryover, it would be sufficient to meet any emergency. 

Mr. Anernetuy. I am more or less inclined to agree with you, al- 
though I realize this set-aside might be a nice thing. 

Mr. Fiavrr. I think it would be only temporary. 

Mr. AperNetuy. Is this your reason for it: In the long run would 
it not be against the economy of the cotton belt, in that the very large 
set-aside would always be hanging over and have its effect upon the 
market ¢ 

Mr. Fiavrr. It is always a potential threat. You cannot fool the 
cotton trade. When that 4 million or 5 million bales of cotton is 
laying up there, they know it is there 

Mr. Apsrerneruy. In other words, you do not feel it cannot be 
sufficiently isolated from the market ¢ 

Mr. Firaurr. No, sir; not unless it is put into consumption or com- 
pletely eliminated. As long as it is hanging up there it is a threat, 
a depressing element against the market. If that much cotton were 
taken out of the market and all like that it would have, we think, a 
depressing effect on the market. 

Mr. Apernerny. You people would rather cut your production 
back to a lower level ¢ 

Mr. Fiaurr. We are willing. Of course, we know we face next 
year probably a 10 million bale crop, or 17 million acres, or some- 
thing like that, like the original allotment was this year. We are 
reconciled to it. We are going on and attempting to set our gear 
and all to meet that. 

Mr. Anerneruy. In the last line of that paragraph you stated as 
follows: 

We recommend that cotton in the stockpile be included in any supply caleu- 
lations. 

Mr. Fiavrr. That is right. 

Mr. Anerneruy. I think the Secretary recommended that. 

Mr. Fiautrr. I do not think so. 

Mr. Anerneruy. Yes, I think he did. I think there has been a 
misinterpretation of the Department’s position. I think the staff 
here can tell us. My recollection is that they specifically recom- 
mended that whatever be put into the stockpile be taken into consid- 
eration and be included in the supply calculations. I recall I pro- 
pounded a question specifically along that line, and I think they so 
stated. Am I right about that ? 

Mr. Fuavrtt. I do not think it would be taken into consideration. 

Mr. AnerNeTHuy. He says for quota purposes, and not price sup- 
ports. 
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Mr. Fiavurr. It would not be taken into consideration when your 
sliding scale formula worked. That would be eliminated. 

Mr. ABerNeTtuy. What do you mean by supply cilculations? The 
counsel for the committee here states that the Secretary recommended 
that it be taken into consideration for quota purposes and not price 
supports. 

Mr. Fravtr. For just price supports ? 

Mr. ABERNETHY. But not price supports. 

Mr. Fuactrt. Is that right? 

Mr. Apams. He recommended that it be included in the computa- 
tion—excluded from the computation of carryover for the purpose of 
determining price support level. That means that that would throw 
the sliding-scale formula into effect quicker. But included for acre- 
age allotment and marketing quota purposes. 

Mr. AserNetuy. Insofar as acreage allotment and marketing quota 
purposes are concerned there is no difference between your group and 
the Secretary on the set-aside, except as to the size of the set-aside; 
is that not right ¢ 

Mr. Fiavrrt. Yes, sir. 

Mr. Apams. Mr. Abernethy, he also requests a lot of additional 
means of giving away and disposing of his set-aside. We are ear- 
marking it specifically for military purposes. I think there is a differ- 
ence there. 

Mr. Fuavutr. He says this cotton shall move at 105 percent. We 
recommend it to be reserved for military purposes and only be moved, 
except in case of emergency, at 120 percent of parity. 

Mr. AsernetTuy. Mr. Flautt, I would like to ask you one other 
question. It may be that your associates might want to supply part 
of the answer. 

The American Farm Bureau Federation testified here a couple of 
weeks ago, or thereabouts. Mr. Kline made the statement for the 
Bureau. Surrounding him at the time of his testimony were a num- 
ber—I do not know how many—of the State Farm Bureau presidents. 

I am quite sure that the presidents from Tennessee, Arkansas, and 
Mississippi were present. I do not know about Louisiana and Mis- 
souri. 

Mr. Jones. Missouri was present. 

Mr. Fuiavtr. Louisiana was present. 

Mr. ABerNeTuy. Louisiana was present? 

Mr. Fuacrr. Yes, sir. 

Mr. AserNetTuy. They were all here. 

Do all of you belong to the Farm Bureau? 

Mr. Fuavrt. Yes, sir. 

Mr. ABERNETHY. Can you tell us whether or not the general mem- 
bership of the Farm Bureau of your State supports the position of 
the American Farm Bureau Federation, or do they differ with it? 

Mr. Fiaurn. They differ with our president. I do not know 
whether or not our president at heart agrees with the National or not. 

Mr. AnerneTuy. I am not talking about your president. I am 
talking about the Farm Bureau program as reported by Mr. Kline. 

Mr. Friavrr. Do I individually agree with it? 

Mr. AserneTuy. Do the members of the Farm Bureau in your 
State agree or disagree with the program recently recommended by 
Mr. Kline to this committee ? 
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Mr. Fiavurr. They disagree with it. 

Mr. ABERNETHY. What about Arkansas? 

Mr. Portis. I think every county chairman we have, Mr. Abernethy, 
went into our annual meeting at Little Rock and voted for 90 percent 
of parity, which the Arkansas Farm Bureau does not agree with the 
national farm policy on at all. 

Mr. ABERNETHY. What about Missouri? 

Mr. Bracry. Mr. Abernethy, without exception our cotton counties 
are opposed to the flexible price support or sliding scale as advocated 
by the National Farm Bureau Federation. 

Mr. AperneTuy. Is there anyone here who would like to speak for 
Tennessee ? 

Mr. Wivper. Mr. Abernethy, I think the cotton farmers of Ten- 
nessee are in favor of the 90 percent of parity. 

Mr. AsernetuYy. Opposed to the National Farm Bureau Program ? 

Mr. Wiper. Yes, sir; the cotton farmers. 

Mr. ABERNETHY. What about Louisiana? 

Mr. Grant. Congressman Abernethy, a good proportion of the 
cotton-producing section of the State of Louisiana differs with the Na- 
tional Farm Bureau on this 90-percent proposition. 

Mr. AserNetruy. You say “a good portion.” Do you know whether 
it is a majority or less than a majority ? 

Mr. Grant. The State Farm Bureau is on record, sir, as supporting 
the National Farm Bureau policy. 

Mr. Aserneruy. The State Farm Bureau ’ 

Mr. Grant. That is right. 

Mr. Apprneruy. What about the farmers? Did they ever release 
the results of the poll they took of the farmers? They made a poll 
of your farmers, did they not ? 

Mr. Grant. No, sir; Louisiana did not make a poll of the individual 
farmers. 

Mr. AverneTHy. They did in many States. They did in mine, but 
I have never seen the results reported. 

Mr. Grant. Congressman, they held district meetings throughout 
Louisiana, and they voted to support the national organization in this 
matter. 

Mr. AperNeruy. Whio held the meetings? The farmers or the Farm 
Bureau members / 

Mr. Grant. The Farm Bureau members, sir. 

Mr. AserNetoy. What percentage of the farmers in your State 
are affiliated with the Farm Bureau? 

Mr. Grant. I could not answer that, Congressman. 

Mr. AserNetHy. A majority or less than a majority ? 

Mr. Grant. Well, the Farm Bureau organization in our State has 
more members than any other organization. That is really, truthfully, 
the only statewide farm organization we have in Louisiana. 

Mr. AsernetHy. How many farmers in Louisiana are affiliated with 
the Farm Bureau; do you know ¢ 

Mr. Grant. No, sir; I do not. 

For the record, sir, we have in our Louisiana Delta Council organ- 
ization 11 northeast Louisiana parishes and a sizeable proportion of 
the farmers in that area are unequivocally against the sliding scale 
of flexible price support. 
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Mr. ABERNETHY. What do you mean by “sizable”? 

Mr. Grant. All of them I have come in contact with, sir. 

Mr. Apernetuy. I see. 

Mr. Grant. I cannot state any number, but that is truthfully my 
idea on it. 

Mr. Aperneruy. Allright. I believe that is all, Mr. Chairman. 

The Cuarrman. Any further questions? 

Mr. T'Hompson. Mr. Chairman, I wonder if I could ask the gentle- 
man from Louisiana if he is hearing much about the rice people being 
willing to go along with the sliding scale. 

Mr. Grant. No, sir, Congressman; I am not. We have a small 
acreage of rice up in our northeast section. I understand that acreage 
is being increased this year. 

They would be in favor, I am certain, of acreage allotments on rice, 
too. I cannot speak, because we do not have them as producers to any 
creat extent. The few I do know of are cotton farmers, also. 

Mr. Tuomrson. I ask you that because in the last week or so I 
have been getting some few indications from the rice people. I 
come from down on the Texas coast in the big rice belt there. Some 
of the farmers have sold themselves on the idea they might go along 
with the sliding scale. However, they have no overhanging surplus 
and their problem is totally different. 

Mr. Grant. I have heard no sentiment, Congressman, on that. 

The Cuatrman. Mr. Poage. 

Mr. Poace. I would like to take this opportunity of congratulating 
the Louisiana Delta Council on getting out some literature recently 
showing that the farmer was not the only man in the United States 
who had received something out of the hands of the Public Treasury. 
[ think that kind of information ought to be put out. It is nothing 
but a factual statement. I think the public ought to be told just 
what has been happening here, and that the farmer is not the one 
and only individual who is leaning on the Government. If we pull 
out all these other props the farmer will make his way without props. 

[ want to congratulate you. I think you are doing a good job. 

Mr. Grant. Thank you very much, Congressman. 

With the Chairman’s permission, may I file a copy of this booklet 
for the record ? 

The Cuarrman. We would be happy to have it in the record. Un- 
less there is objection on the part of other members of the committee 
we will be happy to have you do so. 

(The pamphlet is as follows :) 


{From the Louisiana Delta Council, Delhi, La.] 


Tue TrRuTH ABpovuT THE Cost OF THE FARM PricE-Supprporr PROGRAMS AND 
GOVERN MENT AID TO OTHER GROUPS ” 


(By Fred Hurst) 
FOREW ORD 


We are not here attempting to justify nor condemn the philosophy of Govern- 
ment subsidies. That is a task for statesmen. We are not attempting to resolve 
the current debate on the relative merits of flexible and rigid price supports. 


1Source of information: Production and Marketing Administration, U. S. Department 
of Agriculture; and the Library of Congress, Legislative Reference Service. 





LONG RANGE FARM PROGRAM 3493 


We are interested in exonerating American farmers from the unfair criticisms 
that have been made against them and to reveal the truth about losses incurred 
under the farm price-support program and the cost of Government aid to other 
groups. 

American farmers have been severely censured in connection with the farm 
price-support program. Losses sustained under the farm price-support opera 
tions have been exaggerated. Farmers have been pictured as the only large eco 
nomic group in the Nation benefiting from Government assistance. Little has 
been said or written about Government aid to other groups 

We here tell what until now has been the great unknown, untold story of 
Government subsidies to business and industry. 


There is a rising tide of indignation in rural America. Farmers don’t like the 
scorching criticisms that are being heaped upon them in connection with losses 
incurred in the operation of the farm price-support program. 

I'armers have been pictured as the only large economic group in the Nation 
benefiting from Government subsidies. ‘‘The farm price-Support program has ac 
cumulated annoying surpluses, destroyed our export markets, priced farm prod- 
ucts out of American kitchens, and together with other farm programs has cost 
American taxpayers $14 billion,” the editor of a large metropolitan newspaper 
asserted recently. 

The editor then went on to picture the farmer as a recipient of “parity pie,” 
although prices of most farm products are well below parity, admittedly a fair 
level, and farmers are striving desperately under the “cost-price squeeze” to 
make ends meet. 

The editorial cited is typical of numerous criticisms hurled at farmers by the 
press, over the radio, and on the forum. 

At the same time, Government purchases of meat and butter, cheese and eggs, 
dramatize the farm price-support program in a manner that enables the foes of 
price supports to constantly keep the subject before the people and to mislead 
and inflame the public. 

Farmers work hard, long hours, often under difficult conditions. They face 
weather hazards, crop disasters, animal losses. But their biggest problem is not 
production on the farm. It’s a fair price at the market place. 

Farmers resent the charges of profiteering on the one hand and imputations of 
self-seeking on the other. They have not asked for special favors. They want 
only fair farm prices. 


FARMERS ARE IN TROUBLE 


Farmers are in trouble. Prices of farm products have been declining for 3 
years. Prices of farm products are down 20 percent from the February 1951 high. 
Cattle prices, except for choice and prime animals, are down one-half. The 
parity ratio dropped from 113 in February 1951 to 90 in November 1953, the low- 
est in 12 years. Meantime, farming costs zoomed to an all-time high and have 
declined only slightly. 

Most of the losses under the farm price-support program were taken on farm 
commodities on which there were no production control measures in effect at the 
time and after the Government had called for high farm production as a part of 
the national defense effort. 

The one phrase “the patriotic response of American farmers to the request of 
the Government to produce to the limit to supply the Nation and its friendly 
allies with all of the food and fiber needed,” largely explains the surpluses of 
farm products. As late as 1952, the Government asked farmers to raise 16 million 
bales of cotton and to produce all of the meat and milk, chickens and eggs, and 
fruits and vegetables they could. At that time no one knew what the future held 
National officials did not want the Nation caught short of vital food and fiber. 

The facts refute the charge that the price-support program has priced farm 
food out of American kitchens. During the past 8 years when prices of farm 
products were declining, retail prices of food were climbing. While farm income 
was going down, the cost of living was going up. The spread between what the 
farmer received and the consumer paid increased. Farmers have received less 
and less of the consumer’s dollar. 

The truth is the cost of farm price-support programs has been small compared 
with the cost of Government subsidies to other groups. Official figures show that 
the cost of farm price-support programs from August 1933 to June 1953 was 
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$1,110 million. The cost of consumer subsidies was $2,102 million; Government 
aid to business totaled $4,430 million. 


INDUSTRIES ARE SUBSIDIZED 


And the $4,430 million in aid to business did not include the benefits business 
and industry received under the protective tariff, the cost-plus contracts to indus- 
try under the national-defense program, housing subsidies, accelerated amortiza- 
tion, special depletion exemptions, gratuities to railroads, and other benefits. 

Take a look at some of the aids to business. Income-tax credits to business 
concerns and manufacturing corporations under the rapid amortization plan from 
November 1950 to November 1953 averaged 60 percent and totaled $17,293 million, 
about 16 times the losses taken on farm price supports during 20 years. Industry 
has filed applications, which are now pending, for rapid amortization on another 
$10,518 million of plant construction. 

Nor is this all. The Federal Power Commission, in a historic decision early 
in December 1953, ruled that private utilities could keep nearly $3 billion in 
benefits from tax subsidies. This fabulous sum was collected from consumers 
under the guise of a tax. 

United States Postmaster General Arthur Summerfield in August 1953 reported 
that the Post Office “was losing $240 million a year in second-class mail.” Com- 
paring losses of the Post Office Department with losses under the farm price- 
support program, Mr. Summerfield said “the total I last saw for all subsidies 
for the support-price program was $752 million, whereas the loss in handling of 
second-class mail for the same period was $2,400 million.” 

Some subsidies which were paid during the war have been discontinued. A 
report of the Production and Marketing Administration, United States Depart- 
ment of Agriculture, reveals the cost of the consumer subsidy program which 
was handled by the Commodity Credit Corporation during the war and early post 
war period. These payments were made to producers to encourage increased 
production of vitally needed food products, and to processors and others, to com- 
nensate them for increased costs and to hold prices to consumers and others at 
OPA ceiling levels. 

CONSUMERS ARE SUBSIDIZED 


These payments, made from July 1941 to July 1949, were as follows: 

Payments to producers of milk and butterfat, $1,204,632,051. 

Subsidies for “apple freight equalization” to pay part of transportation costs, 
$3,200,000. 

Payments to cattle feeders to encourage feeding cattle to heavier weights which 
met requirements as to minimum weights, minimum sale price, and minimum 
duration of feeding, $36,900,000. 

Payments to producers of dry edible beans to permit increased returns to 
growers, $12,900,000. 

Subsidies to manufacturers of cheddar cheese to permit purchase and resale 
of cheese at a loss of 3°4 cents to 4 cents per pound, $67,600,000. 

Subsidies to handlers of coffee to reduce prices to consumers, $7,200,000. 

Payments made under the “corn ceiling-price adjustment” program to encourage 
movement of corn from the Corn Belt to the East and Southeast, the “corn for 
alcohol” program, and “corn importation,’ and “corn purchase and selling,” 
$11,600,000. 

-*ayments to importers of flaxseed to enable importers to use domestic flaxseed 
and pay support prices for it, $400,000. 

Payment to packers for canned fruit to permit increased returns to growers 
and to absorb increased cost to canneries, $75,100,000. Canned fruits were pur- 
chased from packers and sold at a loss. 

Losses on payments to handlers of milk from 1942-48 to 1945-46 to encourage 
milk production and increase producer returns, $38,100,000. 

Payments of 414 cents a pound to peanut manufacturers to permit a rollback 
of retail prices to September 1942 levels, $19,500,000. 

Losses on purchases of peanuts sold to shellers, $6,200,000. Payments were 
made to maintain production in line with the cost of other edible oils. 

Purchase of soybeans at support prices which were sold to processors at a 
loss of $97 million. Soybean payments were made to encourage production of 
oil during wartime and cover added costs to growers and processors. 

Payments to packers of vegetables to increase returns to growers and offset 
increases in canning costs, $86,500,000 
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Sugar payments to growers, processors, and importers to encourage increased 
production and cover increased costs, $115,400,000. 

Losses on purchases and resale of wheat to distillers of alcohol, $22,700,000 

Losses on wheat purchased and sold to feed mills to permit utilization of 
wheat for feed for dairy cattle in certain feed deficit areas, $238 million. 

The Reconstruction Finance Corporation handled subsidy programs during 
the war which were authorized by the Congress to encouraze production of mate 
rials and supplies essential to the war effort. These subsidy programs included 
the following : 

Subsidies to oil companies for extra across-the-country transportation of petro 
leum to eastern seaports during the war, $353 million. 

Payments to owners of stripper oil wells to increase output during the war, 
$63 million. 

Payments to packers and local slaughterers to roll back meat prices to Sep 
tember 1942 levels, $1,548 million. 

Subsidies to producers of copper, lead, and zine to obtain high-cost (marginal) 
output of these products, $351 million. 

Subsidies to flour mills to permit increased grower prices, in accordance with 
minimum legal requirements and for price adjustments in operating under the 
flour ceiling, $348 million 

Reimbursement to producers of aluminum for extra power costs, $26 million 

Subsidies to creameries to roll back butter prices to September 1942 levels, 
$182 million. 

Distribution and transportation costs for coal, mainly in New England, during 
the war, $68 million. 

Subsidies to importers of green coffee, who were permitted to pay 3 cents 
additional per pound above previous ceiling price, $41 million. 

Sugar distribution, $25 million. Woodpulp subsidies, $10 million. Imports 
of nitrate of soda, $6 million. Subsidy payments made by the Reconstruction 
Finance Corporation from 1942 through the end of fiscal year 1952 totaled 
$3,122,700,000. 

Subsidy payments to shipbuilders by the United States Maritime Commission 
from July 1937 to June 1949 totaled $466,190,983. 

Complete data on the cost of the “operating differential subsidy” to ship 
lines are not available, but these subsidies for operating purposes totaled 
$60,000,000 for 1952 and $75,232,724 for fiscal year 1953. In addition to the 
subsidy, the shipping lines enjoy numerous other benefits as outlined by the 
United States Senate Committee on Interstate and Foreign Commerce 

Air mail subsidies in 1949 were $110,913,625. Subsidies to airlines for mail 
in 1951 were estimated at $61,923,000 ; for 1952, $57,885,000; for 1953, $55,920,000 

Aside from these direct subsidies, air carriers have also benefited, of course, 
from such governmental assistance as airport and airway facilities, other navi 
gation aids, aeronautical research and development conducted under Government 
auspices, safety regulations of the Civil Aeronautics Administration, and the 
sale of surplus aircraft which became available to both existing and new 
companies engaged in civil transport. 


4 HISTORICAL BACKGROUND OF SUBSIDY AND SIMILAR TYPES OF PAYMENTS BY THE 
UNITED STATES 


Various types of direct grants of aid to specific enterprises have been paid in 
the United States for more than a hundred years. These include payments to 
steamship companies and airlines for carrying mail, financial aid to shipbuild- 
ing enterprises, land grants to railroads and canal companies. 


SHIPPING 


The first direct subsidy by the Federal Government of record was paid in 
1845 when Congress authorized the Postmaster General to award mail subsidies, 
vith preference to be given to steamships which could be converted into vessels 
of war. Subsidies were discontinued in 1858 because they appeared to some to be 
an unnecessary drain on the Public Treasury and because several of the lines 
hecame involved in financial difficulties. 

For a decade after the Civil War, 1865-74, mail subsidies were revived. 
Subsidies were granted to steamship companies carrying mail to Brazil, Hawaii, 
and the Far Bast. The subsidies to the Pacific Mail Line produced one of the 
worst seandals of the Grant era. The investigation of the activities of the 








3496 LONG RANGE FARM PROGRAM 


Pacific Mail lobby brought the whole subsidy process into disrepute, and in 1874, 
all existing subsidy contracts were terminated. 

In 1891 Congress passed the Ocean Mail Act, which provided for mail sub 
sidies until 1928. During this period $29,630,000 was expended, more than 
half going to the American Line which operated between New York and England. 

The Jones-White Mail Subsidy Act of 1928 provided further aids for the 
private shipping industry. The shipbuilding loan fund of $25,000,000 established 
by the Merchant Marine Act of 1920 to facilitate construction of new ships was 
increased to $250,000,000 and the terms of the loan were made easier. Mail 
subsidies were lileralized and payments gradually increased from $9,000,000 
for the fiscal year 1929 to $29,000,000 for the fiscal year 1934. 

Historically subsidies to private shipping interests have been justified on the 
ground that a large foreign trade fleet gives employment to American citizens and 
capital, contributes to national defense, assures against interruption of service 
in time of war, and promotes foreign trade by improving the quality of service 
available to American bustnessmen and by safeguarding them against discrimi 
ation. On the other hand, subsidies too often have operated to enrich the 
recipient rather than to maintain or enlarge the fleet 

In addition to the subsidies mentioned, other aids to shipping have been 
granted by the Government since the founding of the Republic. Legislation 
enacted in 1789 provided that only ships built in the United States and belonging 
to American citizens could register under the American flag; goods imported by 
American vessels were granted a 10 percent reduction in custom duties; and a 
discriminatory tonnage tax was imposed in favor of American shipping. Follow 
ing World War I private ship operators were allowed to acquire ships from the 
Government at a fraction of their original value and builders were granted loa! 






on unusually favorable terms 


WATER CARRIERS 


Aside from direct land grants to canal companies, public aid to water carriers 
has taken the form principally of Government improvement and maintenance of 





waterways Between 1827 and 1566 the Federal Government granted 6,840,339 
acres of public lands to private interests to aid in canal building and river in 

provement, in addition to right-of-way grants. In addition, the Federal Govern 
ment contributed various sums in the form of direct appropriations, subscriptions 


to the stock of, or loans to, private canal companies, and deposited with the States 
so-called surplus funds derived from the sale of public lands 


RAILROADS 


The principal direct subsidies to the railroads took the form of land grants 
from 1850 through 1871 to aid in the construction of new railroads. This system 
of land grants reached a high point in the years 1862-66, when over 100 million 
acres were turned over to the railroads. Allin all, the railroads received Federal 
and State land grants amounting to approximately 185 million acres. The total 
acreage granted to the railroads was equal to more than one-half of all of the 
harvested cropland on farms in the United States in 1949. (1950 Census Report.) 

In addition, since 1932 loans on very favorable terms have been made to rail 
roads by the Reconstruction Finance Corporation and the Federal Emergency 
Administration of Public Works. Other early indirect aids to railroads took the 
form of lowering the import duty of railroad iron, mail-service contracts, and 
grants of rights-of-way over public lands. 


MOTOR CARRIERS 


Whether the large expenditures on highway improvement and maintenance 
constitute a direct subsidy to the motor carrier industry has been widely debated 
Representatives of the motor carrier industry have contended that through reg 
istration fees, gasoline taxes, and other charges and payments which have gone 
into the construction of public roads, the industry has met all the cost properly 
attributable toit. That is denied by railroad spokesmen 


AIR CARRIERS 


As in shipping, the original subsidies for air transportation took the form of 
mail subsidies. The Air Mail Act of 1925 provided for the retirement of the 
Post Office from flying activities and the awarding of mail contracts to private 


companies by competitive bidding At first no subsidy was envisaged, and pay 
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ments were limited to four-fifths of the airmail revenue. Subsequently, the 
basis for payment was made (1) to oincrease compensation to the carriers, and 
(2) to reduce airmail postage rates. As a result, payments to airmail carriers 
exceeded estimated airmail revenue in 1929 by nearly $7 million. In 1939 Con- 
gress passed the Waters Act which established a new formula for mail payment, 
providing more liberal compensation and designed to encourage passenger traffic. 
This act created an active demand for new service, and payments to airmail 
carriers mounted from nearly $17 million in 1931 to nearly $20 million in 1932. 

Charges of collusion between the mail carriers and Post Office officials led to 
the cancellation of all mail contracts in 1934. ‘The Air Mail Act of 1934 restored 
contract operations and competitive bidding. Total payments to airmail carriers 
increased from $9 million in 1935 to a little over $14 million in 19388. The 
Civil Aeronautics Act of 19388 liberalized airmail payments. Aid to the air 
transport industry has also included expenditures on airports, airways, and 
related services. Estimates of total public aid rendered to the air transport 
industry in the period, 1926-38, indicate expenditures of approximately $120,- 
431,000. This sum is in addition to another $50 million which represents public 
aid conferred on civilian users of aircraft other than scheduled air carriers 


FEDERAL GOVERNMENT AID TO COMMERCIAL BANKS 


The Federal Government has given commercial banks substantial financial aid 
over a long period of time. As early as 1791 when the First Bank of the United 
States was organized, the Government subscribed to 20 percent ($2 million) of 
its capital stock. In 1816 the Government subscribed to 20 percent ($17 million) 
of the capital stock of the Second Bank of the United States which was organized 
in that year. 

National banks were authorized by the National Bank Act of 1863 and were 
given authority to issue national bank notes. National banks by depositing 
United States bonds with the Treasury could receive bank notes in an amount 
equal to 90 percent of the par value of the bonds. On the bonds deposited the 
banks received 2 percent interest and the notes were used by the banks for 
advances on loans on which they received interest. 

The National Bank Act of 1900 sought to enlarge the national banking system 
ind benefited the banks in several ways. The national banks were authorized 
to issue notes up to 100 par or market value of the bonds deposited in the 
Treasury. 

The Federal Reserve Act of 1913 which established the Federal Reserve 
System also aided commercial banks materially. The Federal Reserve notes 
provided an elastic currency to meet the needs for cash of banks in financing 
business generally. Transfer of funds and clearance of checks was facilitated 
by the Federal Reserve banks. Also, member banks may discount eligible paper 
and obtain advances on eligible collateral from the Federal Reserve banks and 
in this manner obtain additional reserves. 

Several agencies of the Federal Government have been of direct aid to private 
banks, particularly during periods of depression. The War Finance Corporation, 
during the period from 1918 to 1924, made advances for agricultural and live- 
stock purposes to 4,317 banking and financial institutions in 37 States totaling 
over $300 million. 

The 12 regional agricultural credit corporations, authorized under the 
Emergency Relief and Construction Act of 1923, from their organization late in 
1932 to December 31, 1935, made loans to farmers and stockmen, exclusive of 
renewals, totaling $807 million, and a large part of the funds advanced were 
used by borrowers to pay short-term loans to commercial banks. 

Similarly, of the farm mortgage loans made by the Federal land banks and 
the Land Bank Commissioner from May 1, 1933, through December 31, 1935, 
$452 million was advanced to refinance loans held by commercial banks. 

The Reconstruction Finance Corporation which was created by an act of 
Congress approved January 22, 1932, has been of assistance to many banks. In 
the depression of the early 1930’s the loans and purchases of preferred stock by 
this Corporation enabled a large number of banks to remain open. 

Also, the Corporation made loans which aided in the reorganization of many 
closed banks. The Reconstruction Finance Corporation reports show that 
during the period February 2, 1932, to March 31, 1946, it made disbursements on 
loans and other authorizations to bank and trust companies totaling more than 
$4 billion 
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Although not complete, we believe that this brief summary presents sufficient 
evidence to prove that the cost of the farm price-support program to the Govern- 
ment has been small as compared to the total cost of Government aid to other 
groups. American farmers have been done a grave injustice by those who have 
unfairly criticized them for the benefits they have received under the farm 
price-support program, 

We should remember that agriculture is indispensable. There are some things 
we can do without. But farming is not one of them. People must have food 

d fiber. They must eat. People live off of the land. Plenty of good nutritious 
food is essential to a strong and healthy nation. And farmers must be assured 
of at least the cost of production if they are to conserve soil fertility, maintain 
farm productivity, and continue to produce plenty of food and fiber for a fast- 
growing population, plus large export demands. 

Mr. Fuavurr. Mr. Chairman, we have a few members here who 
would like to file some reports from their individual associations. 

Phe CuairMan. We would be very happy to have that done. 

Before you leave, Mr. Flautt., I wish you would refer to the para- 
graph on page 10, relating to modernized parity. I am not sure that 
I understand exac ‘tly what your position is on that. 

We have in the law now what is known as a modernized parity, 
except that it does not apply to cotton and some of the other basic 
commodities W hen you re fe rtoa moder nized par ity formul: 1, are 
you referring to the modernized parity formula in the 1949 act—or 
pe rh; aps 1t Was the 1948 act that contains it—or are you referring to 
some new formula to be worked out? That is the reason I ask the 
question. 

Mr. Fiaurr. I am going to ask one of my associates here, Mr. 
Bracey or Mr. Adams, to answer that. 


Mr. Apams. Mr. Chairman, there was some disagreement as to 
whether everyone was entirely in agreement with the present modern- 


ized parity formula as Was contained in the law. We did feel that 
probably the different or more modern parity formula should be used. 
That was the reason why it was worded that way. 

We said we were not goi ne to disagree with the formula in the pres- 
ent law, but we reserved the right to try to recommend something 
better if we could houre it out. 

The Cuatrman. You are referring. then. to what we know as the 
mode nized parity ¢ 

Mr. Apams. That is right. 

The Cuatrman. In the present law? 

Mr. Apnams. That is right 

The CHarrnMAN. You are refer ring to it, or you are not ¢ 

Mr. Apams. Yes, sir: we are referring to that. 

The CHARMAN. T see. 

Mr. Apams. We do not disagree with it. 

The Cratmrman. No. 

Mr. Apams. But we feel that perhaps it can be bettered. 

The CuarmMan. Yes. What vou are really suggesting then, so far 
is your position is concerned, is that you accept it, but you would 
like further study to be made? ; 

Mr. Apams. That is right, yes. 

The CHatrman. That would, of course, result in some reduction in 
parity price? 

Mr. Apams. Yes, sir. 

The CyHarmrman. On the present basis, on cotton and wheat and 
corn. 





a i OCI A IN a 


aoc 


stern 


be at 


LONG RANGE FARM PROGRAM 3499 


Mr. Apams. About 2 or 3 percent on cotton, I believe. 

The Cuairman. It is not a very large difference so far as cotton is 
concerned ¢ 

Mr. ApAms. No, sir. It would have some more effect on some other 
commodities. 

The CuarrMan. Yes. 

Mr. Apams. If I may at this point, if you are through with that, I 
would like to bring out another point that has not been brought out. 
That is the matter ‘of setting the national allotments. 

I think some of us were confused, and I know I was, when we dis 
covered that the Secretary did not have any discretion other than to 
set a minimum of 10 million bales as a cotton allotment. As I have 
restudied and reread this present law, under our present domestix 
consumption, and exports, which I do not believe has run under 8 
million bales for the last 20 years, we have got under the present law 
10 million bales saddled on us from now on. In other words, the way 
I read it it would have to go under 10 million bales before you would 
get 1 million bales less of domestic consumption, plus exports. There 
fore, I believe that the present law ought to read “the larger of” such 
as the Secretary has inserted in his new bill. He says, “The national 
marketing quota for any crop shall not be less than the larger of.” 

[ certainly agree with him on that. I do not agree with his 80 o1 
85 percent formula, based on the previous year’s planting, because 
I think that the present formula is right, based on the previous year’ 
or the setae domestic consumption plus exports. That will give 
you a 10 million bale floor, which is true, but at the same time we have 
certainly hoped it is not going to get to 10 million bales. It has been 
12 million bales or more for some time; but it would allow us to re 
duce the carryover 1 million bales in any 1 year, which certainly is a 
reasonable amount. I certainly think that that ought to be given con 
sideration, because I think it is the only thing that is fair and equitable 

The Cuatrman. I think most of the members of the committee fe« 
that that is something whi h should be clarified. We have rad some 
discussion here in the committee on that point. 

We apprec late your suggestion, and it will be considered 

Mr. Apams. Thank you. 

Mr. Garuines. What you have in mind, Mr. Adams, is to strike 
out the language in the act which says “whichever is smaller” and to 
put in there “the larger”; is that it ¢ 

Mr. Apams. I imagine it could be accomplished in that way. The 
first part of it is rather misleading to me. 

“The national marketing quota for any year shall not be less than 
10 million bales, or 1 million bales less,” and then it ends up at the 
bottom with the ee words, like it says “whichever is the smaller.” 

The legal men would know better, but I think if that were changed 
to “whic hev ver is the greater” or “whichever is the larger” or what- 
ever it was it would probably accomplish it. 

The CuHarrman. Any further questions of Mr. Flautt and his 
associates ? 

Mr. Gatruines. Mr. Chairman, I just want to say that we are most 
grateful to you for holding this meeting and allowing these gentle- 
men to appear here today, since they are appearing tomorrow before 
the Senate Committee on Agriculture. It has been most convenient 
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that they could be heard this afternoon, so that they would not be 
called upon to make two trips. I am grateful to the members of the 
committee for coming here at this hour regardless of a busy schedule, 
as well as to the chairman for calling this meeting. 

The CHamman. I am very happy that the committee could meet 
and accommodate these gentlemen at this time, and hear the excellent 
presentations they have made. The Chair has met most of these 
gentlemen before and thinks very highly of them. 

I am most happy to have them appear before the committee and 
present their views. 

We have with us today a distinguished Member of the House who is 
a member of another committee and who has with him some of his 
constituents. I would like to ask Jere Cooper if he will present his 
constituents to the committee. I think they have been presented al- 
ready, but I understand they have some statements they desire to 
tile. We would be happy to have them do so. 


STATEMENT OF HON. JERE COOPER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TENNESSEE 


Mr. Coorrer. Mr. Chairman, for the record my name is Jere Cooper, 
a Representative in Congress from the Eighth Congressional District 
of Tennessee. 

I should like to have the record show the presence of my colleague, 
the Honorable Tom Murray, a Representative in Congress from the 
Seventh District of Tennessee. 

I would like to present State Senator J. T. Haynes of Brownsville, 
Haywood County, Tenn.; and Mr. John S. Wilder of Fayette County, 
Tenn. 

Mr. Wilder would like to have permission to file a written state- 
ment and request that it be included in the record of this hearing. 

The CHarMan. Without object ion, that permission will be granted. 
We are very glad to have it in the record of the hearings. 

(The statement is as follows: ) 


RECOMMENDATION OF TENNESSEE COTTON PRODUCERS ASSOCIATION 


[I am John S. Wilder, a farmer, representing the Tennessee Cotton Producers 
Association. What I am about to say represents the feeling of most of the cotton 
yroducers. We, the cotton producers, are appreciative of an audience with this 

ymmittee We are conscious of our inadequate conception of the many ramifi- 
cations of our agricultural economy 

We feel that this committee has the ultimate prosperity of the Nation at heart; 
that it isn’t a political issue, but involves justice for all. We realize that our 
problem is a problem of surpluses, too much of all the good materialistic things of 
life. This is a problem brought about by incentive and capabilities to produce— 
ability to change the resources of a nation to usable commodities for a better way 
of life. Our problem is merely a problem of distribution. We should thank God 
for our capability to produce; we should thank God that our problem is not the 
problem of the famine-stricken countries of India and China. These countries are 
faced with a problem that has no immediate answer. Ours is not such a prob- 
lem—ours is a problem of underconsumption, not overproduction. Therefore, we 
would recommend to this committee that it do everything within its power to 
encourage greater consumption here and abroad, which will continue to make the 
American way of life the most luxurious in the world. Our surpluses should not 

be a curse to us, but rather a blessing. We realize the vastness and the great 
magnitude of the responsibilities laid on your shoulders today. We have confi- 
dence in you. We realize, too, that our problem, as cotton farmers of Tennessee, 
are small ones relative to the overall aspect of the situation. Nevertheless, for 
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these individuals it is a very real one, and it comes close to home because it in 
volves for them the very necessities of life. It cuts into these necessities, and they 
find themselves caught in a squeeze that lowers their already low stadnard of liv 
ing. It is in behalf of these small landowners and tenants that I am here today. 

We are sure that much consideration and thought went into the present appor 
tionments of the cotton acreage to the different States. We understand the 
fairness of he past history and cropland basis, but we are concerned about another 
factor—the human element. 

The tenant and the small-landowner of Tennessee have been a part of its 
agricultural economy as long as Tennessee has been a part of the Nation. This 
way of farming is not a new venture for Tennessee, nor is it a speculative one 
These farmers are and have been for a long time dependent upon cotton as the 
primary source of their income. Tennessee is one of the isolated sections of the 
United States that still produces cotton by tenants and small-landowners. They 
are not highly mechanized, but they sell their labor through the engagement of 
cotton production. These tenants and small farmers of Tennessee are not 
mechanical cotton pickers that can be put under a shed, nor are they immigrant 
Mexican labor or metropolitan labor, but they are American citizens dependent 
solely on cotton for their living. 

It seems to us, the cotton farmers of Tennessee, that not only should cropland 
and past history be a factor in the allocation of cotton acreage, but that the 
individual needs should be considered as well. The security of these small 
farmers is founded in cotton economy, and it has been drastically cut for them, 
much more so than for the rest of the Nation. They have stayed on the farms 
during the war and the prosperity after the war, and now they are desperate, for 
there is no room for them in the cities. 

We can put a cotton picker under the shed for a year or tw It may rust 
some, but it will be there when it is needed. But, gentlemen, I want to say to you 
today, that you cannot set an individual, a personality, aside for a year or two 
Personalities break under such conditions, machines do not know emotions. We 
think about communism from without our Nation and from within our Govern 
ment officials, but we have no reason to fear these two factors nearly as much as 
we will the reaction of the people to a depression—a condition of doing without 
while the warehouses are filled to the brim 

I wish that every member of this committee could visit with me tomorrow 
some of these small farmers and tenants and could know their needs as I do 
If you could, I am sure that for no other reason than the humanitarian side of 
the issue, that you would bring about action to alleviate the seriousness of the 
situation for them. You realize that these people have only one thing to sell 
and that is their labor. It seems to us that the inequity of the present means 
of allocating cotton acreage lies in the lack of consideration for the per acre 
population of individuals dependext upon cotton for their income We feel that 
the farm population dependent on cotton for a living should be a deciding factor 
in the allocation of acreage; that those States and counties having a larger farm 
population dependent on cotton should be given acreage enough to maintain a 
reasonable standard of living. We realize that it is impossible to legislate pros 
perity, but we also realize that it is unjust to legislate poverty and starvatiol 
We realize that ultimately the answer for the cotton producer is to meet his 
competition—to compete with the world and the synthetics. We are not afraid 
of this in Tennessee. We believe we can do it We think we can meet our 
competition. We are not asking you to protect us in this way. We are only 
asking you to be directed by the same principles as were evident in the past 
Democratic administration, and is now evident in President Eisenhower's think- 
ing—that being the policy to encourage industry and to encourage industrial es 
tablishments in these areas of low employment. We would ask you to give the 
small farmers and tenants the same consideration in the allocation of cotton 
acreage. 

Tennessee has received the largest percent cut of any of the old growth States, 
Tennessee is made up of small farms and tenant-operated large farms. <A great 
number of these persons find themselves without any acreage. The larger part 
of these tenants and small farmers find themselves with less than enough to 
maintain a reasonable standard of living. If Tennessee receives additional 
cuts, it can only result in gross hardship for the entire cotton economy of the 
State. The effect of the present cut has not only been felt by the farmer but 
by everyone connected with the farm. A number of fertilizer companies in west 
Tennessee report sales off in Tennessee and rising in adjoining States. The 
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implement dealer is wondering how long his credit company is going to hold 
out. Tennessee needs help and needs it desperately. 

We realize our situation is unusual because we are primarily tenant and 
small landowner operators. Large numbers of farms in our State have less 
than an acre of cotton per individual. Certainly an American citizen should 
not be expected to live on this and at the same time import labor. We think 
there is a minimum acreage that is necessary to maintain a reasonable standard 
of living, and we think also that no one who has had a past history of cotton 
production should be cut below this. We believe also that there should be 
enough acreage available to county committeemen to meet this need. 

We think that the tenant on a large farm should be given the same considera- 
tion as the small landowner who has a minimum acreage setup. Time doesn’t 
permit us to go into the many details of the situation in Tennessee, but we will 
be glad to furnish to the committee all necessary data showing the seriousness 
of our case. We are sure that once the true facts are known you will suggest 
legislation which will not further the hardship of Tennessee. 

Mr. Cooper. We certainly appreciate your courtesies, Mr. Chairman. 
We are very grateful for this opportunity to be with you gentlemen. 

Thank you. 

The Cuarmman. We also have with us today a distinguished Mem- 
ber of the House who is also a member of another committee of the 
House, who always has taken a great interest in cotton legislation 
and represents a great cotton district, Mr. Frank E. Smith. 

Do you care to say anything, Mr. Smith? 


STATEMENT OF HON. FRANK E. SMITH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Smirn. No, thank you, Mr. Chairman. I do not have any 
onstituents here. 

Mr. Flautt happens to live in Mr. Whitten’s district, but the organ- 
ization he is representing today includes about 90 percent of its 
membership in my district. 

[ want to join Mr. Gathings and the other Members in endorsing the 
fine statement they have made. 

The CuarrMan, Is there anything further ? 

Mr. Jones. Mr. Chairman? 

The CuHatrmMan. Mr. Jones. 

Mr. Jones. [I would like to present Mr. Hilton Bracey, the executive 
vice president of the Missouri Cotton Producers Association, who was 
also previously introduced: and ask permission for him to file a state- 
ment at this time. 

[ also want to join with my colleagues, Mr. Gathings and Mr. 
Abernethy, in thanking you for arranging this meeting for these 
gentlemen who have come from such a distance. 

The CHarrmMan. Yes. We would be happy to have Mr. Bracey file 
his statement for the record. 

(The statement is as follows:) 


MissourI Corron PRODUCERS ASSOCIATION, 
Portageville, Mo., April 5, 1954. 
To: Hon. Clifford R. Hope, chairman, and members of the House Committee on 
Agriculture. 
From: Hilton L. Bracey, executive vice president, Missouri Cotton Producers 
Association. 
Subject: Comments and Observations on Farm Price Support Methods: 
Stable price supports at an equitable level—90 percent of parity 
Sliding-scale price supports—75 to 90 percent of parity 
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DISCUSSION OF FARM PRICE PROPOSALS 


The general objectives of any farm price program must be to (1) adjust farm 
production, (2) assure consumption and exports, and (3) provide economic 
stability. 

While several methods for accomplishing these objectives have been offered, 
they have narrowed down to two principal proposals: Stable price supports at 
an equitable level and sliding-scale price supports. 

It is apparent that a vast majority of farmers and others who realize and 
appreciate the importance of agriculture feel that stable price supports at equi- 
table levels, if properly administered and given a fair chance to operate, will 
accomplish the desired objectives. 

On the other hand, the proponents of sliding-scale price supports by the very 
nature of their position are claiming that the price of farm commodities is too 
high and that the solution of all farm problems lies in lower prices to farmers 
themselves. 

It would be extremely difficult, if not impossible, to convince farmers that the 
price of agricultural commodities is too high and that they are enjoying a stand- 
ard of living above other segments of the economy. In fact, a glance at the 
USDA’s report of 1953 income of farmers should dispel any questions on that 
score. The reports indicate that the income of the farm population last year 
averaged $882 for each person compared with an average of $1,898 for the non- 
farm population. Of course, it’s not necessary for farmers to look at statistics— 
they know from actual experience that the cost-price squeeze is on in earnest 
The end is not yet in sight, farm prices declined 0.8 of 1 percent between mid 
February and mid-March. During the same period prices paid by farmers for 
goods and services increased 0.33 of 1 percent. 

Let’s look at the objectives of a farm price-support program and see how sliding 
and stable price supports at equitable levels stack up: 


ADJUST FARM PRODUCTION 


The proponents of sliding-scale supports are careful not to commit themselves, 
but they infer (some openly) that such a method would eliminate the need for 
production controls (acreage allotments and marketing quotas). Actual facts 
and past experiences show that lower prices have little or no bearing on pro 
duction. True, a price depression to bankruptcy levels would mean lower pro 
duction. But even bankruptcy prices of 1929-32 did not bring about substantial 
decreases in acreages of crops in heavy supply. Now let’s look at more recent 
examples Price supports have been cut on four field crops for the year 1954. A 
reduction in supports on flaxseed, from 80 to 70 percent of parity, has caused 
farmers to plan for an 18-percent increase in acreage this year. Indicated plant- 
ings of soybeans are up 12 percent over last year. Price supports for soybeans 
were reduced from 90 to SO percent of parity. Farmers plan to plant 14 percent 
more dry edible beans in 1954 even though supports have been cut from 87 to 80 
percent of parity. In the noncommercial corn areas where price supports have 
been reduced from 90 to 75 percent of parity farmers are planning to increase 
corn acreages by about 8 percent. Generally speaking, the lower the price the 
farmer receives, the more of the commodity he must produce to meet taxes, fixed 
production costs, mortgage payments, interest, and basic living expenses. It’s 
not possible for farmers to make large-scale shifts in production. For example, 
dairy farmers are not equipped to grow cotton. Corn-hog farmers are not set 
up for dairying. Cotton farmers have heavy investments in machinery that 
would be worthless for any other crop. Climatic conditions, of course, must be 
considered. Crops must be adapted to soil types. All of these things simply 
mean that wide-scale shifts are out of the question. If farmers could shift, what 
would they shift to? That is the question that has never been answered. There 
is not an ounce of evidence to show that sliding-scale supports would help adjust 
farm production. There is plenty of evidence to show that such a method would 
wreck our farm economy. 

Stable price supports at equitable levels coupled with production controls 
(acreage allotments and marketing quotas) have accomplished the necessary 
adjustments since their inception. Farmers have demonstrated time and again 
their willingness to comply with production controls as a means of obtaining 
stable price supports. The vote on cotton-marketing quotas should be evidence 
enough to anyone that farmers themselves recognize the need for production con- 
trol programs. Of course, the effectiveness of stable price supports and pro- 
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duction controls depend to a great extent on how they are administered. It 
goes Without saying that people diametrically opposed to such methods are not 
going to give them a fair chance to operate. It is a proven fact that stable price 
supports at equitable levels, coupled with production control programs, will 
adjust farm production. The vote on marketing quotas is evidence that farmers 
prefer this means of adjusting production. 


ASSURE CONSUMPTION AND EXPORTS 


Will sliding-scale price supports assure consumption and exports? Of course 
not. The price of farm commodities has little or no bearing on prices paid by 
consumers. Let’s look at cotton wearing apparel and household goods. The 
United States Department of Agriculture says that 87.3 percent of the retail 
cost of such items is added after the raw cotton leaves the producer’s hands 
These markets account for two-thirds of our total domestic consumption. Why 
doesn’t consumption respond to lower farm prices? Let’s look at one simple 
answer \ good cotton shirt sells for $4.75 and on the average has about 30 
cents of raw cotton in it. A 15-percent cut in price of the raw cotton under 
sliding scale supports would lower the price of a shirt about 4% cents. Such a 
reduction in price would not sell any more shirts, but the farmer would lose $350 
million in gross cash income, or the equivalent of 100,000 jobs in industry produc- 
ing for the farm market. These jobs would be jeopardized or lost. During the 
period 1920-32 per capita food consumption declined about 5 percent as farm 
prices went down. The reason, of course, was the loss of farm markets for in 
dustrial goods and the consequent loss of off-farm jobs. (On the other hand, 
the early 1940's with rising food prices brought an increase in per capita food 
onsumption of 7 percent 

What would sliding scale supports do for exports? Nothing—absolutely 
nothing at all. Why have our export markets dried up in the past couple of 


ears? Political mané@uvering without proper consideration of farm surpluses 

ounts for some of the loss. The lack of a positive and properly coordinated 
program in the United States Department of Agriculture is another reasor 
United States Department of Agriculture officials either have little control over 
export programs or they have done a very poor job of presenting a case for agri 
culture rhe basic reason, however, is pathetically simple World produc 


nd world trade, exclusive of the United States, have expanded and, con 
equently, the demand for our cotton has declined. Our foreign-aid programs 


have taught the citizens of other countries how to grow cotton and other crops 
more efficient In other words, we are helping build our own competition 
Maybe this is good-—only time will tell. The troublesome fact remains, how 
eve we have promoted efficient production methods in other countries at the 
expense ol! i owl markets 

(roi! ack 50 years, leaving out the two world war periods, we find our 
opportunities to export farn ommodities have come with small crops abroad 
In these instances we sold more for higher prices, not for lower prices. United 


States cotton is now being offered in the world market in full competition with 
foreign growths. If prices were the limiting factor, export sales would boom 
but nothing of the kind is expected or likely to happen. A price of about 20 cents 
per pound might really stimulate export sales. To the farmer such prices would 
mean disaster, and economic chaos would surely follow. Some individuals con 
tend that stable price supports have the effect of holding a price umbrella over 
foreign producers However acts at hand simply do not substantiate their 
ciaims 

The following is extracted from an address by E. D. White, Deputy Director, 
Food and Agricultural Division, Mutual Security Agency: “During the period 
146 to 1950, foreign cotton prices fluctuated on the average of 43 percent per 
year, and this does not take into consideration the wild prices of 1951. Think 
of what a 48-percent change in price does to cotton producers year in and year 
out. Think what it does to cotton-consuming nations. Take a nation that im- 
ports, say, $100 million worth of cotton a year. Can the treasury of that country 
make sound plans for financing needed cotton imports when the price might be 
up or down as much as 45 percent? Can textile mills plan sound, long-term con- 
sumption programs with widely fluctuating prices? And, finally, what can con- 
sumers depend upon? Price stability is what is needed—stability at a reasonable 
level. t can do much to promote trade iu cotton, to increase the use of cotton, 
and to create a sound basis for building long-term, expanded use programs.” 

Mr. White also said : “Lowering the price of cotton is not a very effective means 
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to increase consumption. Last season (1952) cotton sold for from 40 to 65 cents 
a pound, and the free world consumed only about 25 million bales. This season 
eotton prices are much lower—only 30 to 35 cents a pound—yet the free world 
is consuming only about 25 million bales. A 25- to 50-percent reduction in cotton 
prices—yet no increase in cotton consumption * * *. Depressed prices are not 
desirable for either cotton-producing nations or cotton-consuming nations.” 

Do stable price supports at equitable levels encourage exports? The question 
must be answered two ways. First of all, and generally speaking, a price rang- 
ing anywhere between 75 and 110 percent of parity has little bearing on volume 
of exports. <A higher price might cause the loss of markets. (n the other hand, 
the price must fall below 75 percent of parity before the export market will 
demand substantial increases of United States cotton. It’s reasonable to con- 
clude that the price level alone is not the deciding factor. It’s an entirely 
different matter when price is considered from a standpoint of stability. Hrratic 
ind fluctuating prices have never built strong markets 


PROVIDE ECONOMIC STABILITY 


Will sliding scale supports or lower farm prices provide economic stability? 
The question is ridiculous. No; of course not. History shows that agriculture 
is the backbone of our national economy. Over a long period of time a sure 
barometer as to the future has been the rise and fall of farm prices. In all cases 
falling farm prices have brought a dangerous upset in the national economy 
Sliding scale supports actually mean a cut in net income to farmers ranging 
anywhere from 25 to 75 percent. The reason is quite simple. The sliding scale 
only applies to what the farmer sells. It does not reduce the price of fertilizer, 
gasoline, labor, and other fixed production costs. It does not reduce mortgage 
payments, interest, taxes, and basic living expenses. 

A good example of how sliding-scale supports operate is found in the reduction 
of supports on cottonseed from 90 to 75 percent of parity The farmer absorbed 
all of the reduction as prices automatically dropped to the minimum level. On 
the other hand, consumers actually paid more for most food products made from 
cottonseed oil after the cut in price than they did before. Who made the profit? 
Farmers and consumers alike do not like the answer. It’s not a pretty picture, 
but, unfortunately, it’s true. It also explains why certain individuals are work 
ng so hard to kill off price-support programs 

Will stable price supports at equitable levels provide economic stability? 
Yes; they do this by stabilizing farm production and guaranteeing farmers a 
reasonable degree of price protection on what they produce. Farmers are in 
trouble. The USDA reports that farmers retained a net income of only 364% per 
ent of their 1953 gross farm income—the smallest percentage for any year since 
the peak of the depression period in 1932. It is realized that stable price sup 
ports alone cannot solve all of our production and marketing problems. At the 
same time such a method is no more than reasonable and should continue to be 
the basic part of any farm program. 

It is downright ridiculous and shortsighted to say that the solution of all of 
our farm problems lies in lower prices to the farmer himself. Something must 
be done to increase export outlets. Research programs in the utilization of 
farm products must be intensified. Stockpiles for defense purposes make sense. 
Export subsidies deserve some real attention. All of these suggestions, however, 
should work in direct relationship with stable price supports at equitable levels. 

Critics of stable price supports at equitable levels claim that the decline in 
net farm income proves that such methods are ineffective. Nothing could be 
further from the truth. The present heavy supply of practically all of our basic 
commodities is not the result of stable price-support programs, but rather the 
lack of application of the adjustment provisions of the current law. Farmers 
are not only willing but they are anxious to bring supplies into line with demand 
when afforded an opportunity to do so. 

Many people in high places, both in Government and outside, are trying to 
lead the general public into thinking that the present supplies of some commodi 
ties are the result of stable price-support programs. What happened before the 
depression era of the early thirties? Were price supports responsible for the 
buildup in supply for almost all farm commodities? Inasmuch as price supports 
were not even in existence at the time, any reasonable person would concede that 
price-support programs are not responsible. 

The same individuals who are blaming stable price supports for all of the ills 
of agriculture are issuing a lot of misleading statements to the effect that price 
supports have cost the taxpayers more than $16 billion 
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The following tigures furnished by the USDA were inserted in the Congres- 
sional Record of January 29, 1954: Since the beginning of the price-support 
program, covering « 20-year period from October 17, 1982, to June 30, 1953, 
actual losses on the 6 basic commodities totaled only $20,720,931. This amounts 
to a little more than $1 million a year. 

During the same period of time the Government has earned $268,219,477 under 
the cotton price-support program. This is roughly 10 times in excess of the cost 
of the loss on all of the basic crops over the 20-year period. 

When critics of stable price supports refer to the $16 billion cost to the tax- 
payer, they often fail to truthfully state that the amount acually covers cost of 
the entire agriculture program from 1982 to 1953. The truth is the cost of farm 
price-support programs has been small compared with the cost of Government 
subsidies to other groups. Official figures show that the cost of all farm price- 
support programs from August 1933 to June 1953 was $1,110,000,000. The cost of 
consumer subsidies was $2,102,000,000, Government aid to business totaled 
$4,430,000 ,000. 

Losses on agricultural programs cannot be discounted as being insignificant, 
jut it is well to know that almost all major American businesses are subsidized 
to a larger extent than is agriculture. For example, second-class mail, covering 

ainly magazines and newspapers, pays only 24 percent of the cost. This class 
f mail is subsidized almost one-fourth of a billion dollars annually 

We spend twice as much annually on handling our mail as we spend on all 
the activities of the Department of Agriculture. 


The CuarrmMan. Are there any other members of the group who 
lesire to file statements for the record at this point ¢ 

Mr. Jones. I think Mr. Grant has a statement to file. 

Mr. Grant. I have already filed it for the record. 

The Cuairman. If there are no further questions and no further 
requests to file statements the committee will stand adjourned until 
10 o’clock tomorrow morning. 

(Thereupon, at 2:57 p. m., Monday, April 5, 1954, an adjournment 
was taken until 10 a. m., Tuesday, April 6, 1954.) 
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TUESDAY, APRIL 6, 1954 


House or RepresEn?rArives, 
COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met at 10 a. m. in the committee room of the House 
Committee on Agriculture, Hon. Clifford R. Hope (chairman) pre 
siding. 

The Cuarrman. The committee will come to order. The commit 
tee has met for the purpose of continuing its hearings on price-support 
measures. 

We are happy to have with us this morning a witness from the 
State of New York. I am going to ask our distinguished colleague, 
Mr. Williams, if he will present this witness to the committee. 

Mr. Witutams. Mr. Chairman, for the information of the commit 
tee I would like to make a brief statement in connection with the first 
witness here this morning. 

He comes from the district that I represent in New York State, 
and is a dairy farmer from the great dairy county of Madison, N. Y. 
He is here representing the boards of supervisors from the 14 most 
prominent dairy counties in the State of New York. These 14 coun- 
ties that this witness represents this morning produce more than 43 
percent of all the milk produced in the entire New York milkshed. 

In addition to being a dairy farmer, the witness is the chairman of 
the board of supervisors in the county where he lives, the county of 
Madison. 

Gentlemen, I present Mr. Burroughs Marshall, who has a brief 
statement relative to dairy conditions in the great State of New York. 

The Cuatrman. Thank you. 

Mr. Witu1aAMs. Thank you, Mr. Chairman, for this privilege. 

The Cuairman. We will be very happy to hear from you at this 
time, Mr. Marshall. We are glad to have you presented to the com- 
mittee by your distinguished Representative, Mr. Williams, who is 
always on the job fighting the battle for the dairy farmer and the 
other farmers of this country. 

The Chair observes also we have with us another distinguished 
member of the New York delegation, Mr. Clarence Kilburn. If you 
can remain, Mr. Kilburn, we would like to have you sit up here with 
the committee. 

We would be glad to hear from you now, Mr. Marshall. 
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STATEMENT OF BURROUGHS MARSHALL, PRATTS HOLLOW, MADI- 
SON COUNTY, N. Y., VICE CHAIRMAN, INTERCOUNTY COMMITTEE 
ON PRODUCER PROBLEMS, NEW YORK METROPOLITAN MILK- 
SHED 


Mr. Marsuaui. Mr. Chairman and members of the committee, as 
Mr. Williams has told you I am a milk producer and chairman of the 
board of supervisors of Madison County and vice chairman of the 
intercounty committee composed of 14 milk-producing counties of 
New York State. These 14 counties in 1953 furnished 43.6 percent of 
the milk used in the New York City market. Milk for that market 
comes not only from upstate New York but also from Pennsylvania 
and Vermont. Our committee is backed by local government. Start- 
ing at Watertown on March 1, boards of supervisors of the partici- 
pating counties, by resolution, have set up committees of supervisors, 
who, as you know, are elected by the voters. These local county com- 
mittees in turn organized the intercounty committee at Utica on 
March 15 last. That is how serious we think this problem is, not only 
to the milk producer but to the economy of the entire State. 

We favor flexible price supports for all farm crops. We emphati- 

cally disagree that reduction of dairy price supports to 75 percent of 
parity now will assure an adequate milk supply or that it is for the 
long-term good of the milk producer. Why does it not assure an 
adequate supply when there is a surplus of dairy products on hand 
sufficient for 3 months? Because of the effect of this cut on dairy 
herds. This cut, I am afraid, will result in drastic depletion of milk 
cows. It takes about 3 years to get a cow into production. It takes 
7 to 15 years to build up a prime herd. Milk production is not like 
growing a basic crop. It takes much longer to build up the former. 
Dairymen, at the urging of the Government to meet emergencies, war, 
and police actions, have invested their money in cows. Do you expect 
them to do this again if you pull the rug out from under them? We 
are willing to take our chances when basic crop supports come down. 
We do not see why we should be singled out to take this maximum cut 
all at once, especially when the cost rof feed grains, which we have to 
buy, stays up. Price of these feeds is a vital factor in our production 
costs. 

The fact that there is a 3-month supply of dairy products now on 
hand may be evidence of an adequate milk supply but it is not as- 
surance for the future. Even more important than the effect on the 
dairymen is the impact on the economy of upstate New York and of 
the whole State. New York is second only to Wisconsin in the pro- 
duction of milk. In 1949 there were 68,394 dairy farms in New York 
State. Cash income to New York milk producers in 1952 was $40314 
million. On January 1 last our State had 1,497,000 milk cows and 
heifers 2 years old and older. 

Sound economists say that the farm dollar multiplied seven times 
reflects its ultimate purchasing power. Thus, if you multiply $4031, 
million by 7 you get $2,824,500,000. That is a lot of pure hasing power 
to tamper with when we are in this period of economic readjustment. 

The people who single out dairy price supports to criticize seem to 
be unaware of the effect on every wage earner and businessman. They 
seem not to realize how vitally the continued high cost of manu- 
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factured products affects the milk producer. A wide range of manu- 
factured goods is essential to the large plant used on the dairy farm of 
today. The price of these factory items includes the cost of protecting 
the wage earner against loss of earning power, such as unemployment 
insurance, sickness disability benefits, workmen’s compensation and 
pensions. ‘These are subsidies in a sense. We do not imply any criti- 
cism of them. They are needed. They are not, however, available 
to the average self-employed dairymen whose money is tied up in his 
operation. 

Like manufactured items and feed crops, the cost of farm labor—- 
very high—does not come down. Farm labor is hard to get at any 
price, 

This cut, we estimate, will cost dairymen of these 14 counties over 
$8 million. An additional drop of well over $1 rail on is in prospect 
because of general economic condition 

The effect of this cut already is showing up in upstate areas. 
Farmers on a large scale have canceled orders for machinery and 
equipment. They will not be putting on new roofs, doing much 
painting, or building new milkhouses. Auto dealers, insurance com- 
panies, truckers and every wage earner and businessman from the 
Bronx to Buffalo will feel this cut in milk price support. 

or example, Onondaga County, in which the city of Syracuse is 
located, is represented on this intercounty committee. That county 
is not a big producer of milk for New York City consumption, but 
Syracuse is a center of the dairyland of the Northeast. Syracuse, with 
a popul: ition of a quarter million, | knows what this cut will do to it. 

Let us not forget that hundreds of young veterans and others just 
starting in life borrowed money, w ith the Government’s encourage- 
ment, to go into the dairy farming. This cut will hurt the established 
dairymen, but it will be ruinous to those just getting their feet on the 
ground. 

Increased consumption and sale of milk is probably the long-range 
answer. But we can’t expect a dairy farmer working 12 to 16 hours a 
day to run his own sales department as well as the production end of 
this huge business. 

In that connection I might say that this committee is considering 
now working with the ADA and the Milk for Health for advertising 
of fluid milk. 

The Cuainman. We thank you very much, Mr. Marshall, for your 
statement and the information you have given the committee. 

Are there any questions on the part of the members of the com- 
mittee? 

Mr. ANpresen. Mr. Chairman, I would like to make a suggestion 
to Mr. Marshall. I appreciate very much his fine statement. 

I would suggest that you send a copy of this statement to the Secre- 
tary of Agriculture and to the President and also to Governor Dewey 
of your great State. 

Mr. Marsnann. Thank you; I will do that. 

The Cuatrman. Mr. Poage. 

Mr. Poaer. Mr. Marshall, I just wanted to see the reasoning behind 
your statement here, 

You say: 

We favor flexible price supports for all farm crops 


58490—54—pt. 20-——_9 








3510 LONG RANGE FARM PROGRAM 


That is, you favor letting the price supports on all the farm crops 
drop to 75 percent of parity? That is your first statement, is it not! 

Mr. Marsuat. I would not say to 75 percent. 

Mr. Poacr. That is what flexible parity means, is it not? That is 
what everybody means when he says “flexible parity” up here. 

Mr. Marsua.u. As low as 75. 

Mr. Poace. Maybe you have a different interpretation. Mr. Ben- 
son told us he meant to let the support prices drop to 75 percent. That 
is what he meant by “flexible,” between 90 and 75. Of course, we know 
it cannot flex up. We know men do not slide uphill. 

We know that this means support at only 75 percent of parity. 

‘Then you turn around and in the next sentence you say : 

We emphatically disagree that reduction of dairy price supports to 75 percent 
of parity now will assure an adequate milk supply. 

It seems to me in one breath you are asking that everybody else be 
knocked down to 75 percent and in the next breath you say “not we 
dairymen.” 

I happen to be in the dairy business myself, and I do not believe 
we are any better than anybody else. It seems to me in the next 
breath you are saying: 

The dairymen cannot stand 75 percent of parity, but the cotton producer, the 
wheat producer, the peanut man and all the rest of those people can be brought 
down. 

Why do you think that this thing is so good for everybody except the 
dairymen ? 

Mr. Marsuauy. Well, we want ourselves left at 90 percent, if the 
rest are left at 90 percent. 

Mr. Poace. You want yourselves at 90 percent? 

Mr. Marsuatt. And the rest, too, so far as that goes. 

Mr. Poace. But you just said: 


We favor flexible price supports for all farm crops. 


If you mean anything by that you mean you do not believe in giving 
the cotton farmer 90 percent, you do not believe in giving the wheat 
farmer 90 percent, you do not believe in giving the peanut farmer 90 
percent, you do not believe in giving the rice farmer 90 percent, and 
you do not believe in giving the tobacco farmer 90 percent. That is 
what you said, is it not ? Y 

Mr. Marsuatu. Well, no, I do not believe that. We do not believe 
in that. If they have 90 percent we feel we should have 90 percent. 

Mr. Poace. Well, let us put it that way. Let us not say we are try- 
ing to ruin ev verybody else. 

Selfishly, I want these dairy farmers to get all they can, because I 
lost what to me was a lot of money on the dairy business last year. 
I hate to keep losing. I know I am going to lose more this year if 
we leave these dairy supports down to 75 percent. I want to see these 
dairy farmers prosper, but I do not believe you are going to make 
the dairy farmers prosper by coming to this committee and saying, 
“we want to destroy every body else.” 

You say that 75 percent will ruin dairy farmers, and I agree with 
that. W hy do you think that 75 percent, which you say will ruin you, 
is good for the other basic commodities, where they at least have 
done something that you and I have not done? We have not reduced 
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our production. We have not tried to bring our production in line 
with demand ; and you know it and I know it. 

This last year I borrowed money to buy more cows, and some of 
you fellows have. 

Mr. Marsnatu. There is no doubt about that. 

Mr. Poace. We have not done a thing in the world about cutting 
down production. I know it and you know it. But the cotton 
farmer and the wheat farmer are under controls. They voted to put 
them on themselves. They said, “we will carry part of this burden.” 
Why do you come in here and tell this committee, “You will ruin 
us dairy farmers if you cut us down to 75 percent, but we want you 
to bring the cotton farmer down to 75 percent.” 

The cotton farmer probably is not paying his mortgage now, but 
you would just put him out on that county road. To me it is a harsh 
and utterly inconsistent attitude you have taken, and so utterly 
selfish I cannot really understand it. 

Mr. seneenaen. Will the gentleman yield? 

Mr. Poace. Yes. 

Mr. Marsuat. I do not think it is selfish. I think it is on the same 
level. 

Mr. Anpresen. The gentleman may be correct, but I had under- 
stood the gentleman to mean that as long as they were taking dairy 
products and putting them down to 75 percent they should “do the 
same thing with the others. 

Mr. MarsHauu. That is the way we feel. We would rather all be at 
90 percent. 

Mr. Poace. Why did you not come in and ask for 90 percent for 
everybody, instead of coming in and saying what you did? You do 
not ask for 90 percent for everybody. You do not ‘ask for 90 percent 
for anybody except the dairy farmers. 

On the contrary, you say in plain words that you favor flexible price 
supports for all farm crops. Flexible price supports mean 75 per- 
cent of parity. Do not let anybody fool you on that. 

If Mr. Benson did not intend to change things, and if you believe 
he would keep them at 90 percent under flexible supports, why does he 
want a change? If 90 percent is what he wants, he has that now, for 
the basics. Why does he want a change, unless he wants to reduce 
support prices ? 

You have had flexible prices for all your dairy products. That is 
exactly what you are enjoying right now, my friend. It is what you 
have had for several years. 

Exactly what Mr. Benson has done to you is exactly what he asks the 
power to do to everybody else. He asks the power to destroy every 
other farming activity in the United States, and knock them down just 
as he has knocked down dairy production. Are you going to be better 
off to have everybody else broke ? 

Mr. MarsHaty. Well, we will be broke alone, so far as that goes. 
I do not think everyone would be broke. 

Mr. Poace. You think you are going to be broke at 75 percent, ae 
you think a man can make plenty of money growing cotton at 7 
percent? Do you think the wheat farmer can live in luxury at 75 
percent ? 

Mr. Marsuatu. I do not know. I am not a wheat farmer or a cotton 
farmer. 
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Mr. Poace. You are an intelligent citizen, and you do know some- 
thing about the basic theories of economics. You know that this Na- 
tion has never e njoyed prosper ity when the average price of farm pro- 
duction was as low as 75 percent of parity, do you “not ? 

Can you point out any one single period in ‘American history where 
farm produc tion has dropped on the average as low as 75 percent of 
parity in price, when the whole Nation—industrial, commercial and 
#ll the rest—did not suffer a depression ? 

Mr. MarsHauy. We would be satisfied with 90 percent of parity. 

Mr. Poace. Let me get back to my question. Do you know of one 
single instance in the whole history of the United States when we did 
not have a depression every time farm production dropped as low as 
i) percent of par ity ¢ 

Do you want a depression? Do you want to bring everybody down 
to 75 percent? Do you want to put the people out of work in New 
York City? Then where is your market going? 

Do you believe, Mr. Marshall, sincerely that you can enjoy pros- 
perity as a dairy farmer with an average of 75 percent of parity for 
all American farmers ? 

Mr. Marsnaru. No, I would not say that we could. I am not ina 
position to say we can. 

Mr. Poace. I would not, either. 

I am on your side, Mr. M: haeh all, in trying to help dairy farmers, but 
when you come in here and tell us you are interested in nobody ex- 
cept dairy farmers, you say, in effect, “God bless me, my wife, my son 
John, his wife; us four and no more.” That is what you are saying. 
I do not believe in that kind of philosophy. I believe we should try 
to have prosperity for peereet in the United States. 

Mr. Marsuaty. We believe in that. 

Mr. Poacr. Not simply for the farmers, either, but for the people 
who are your customers, the people who use your milk. I want them 
to be prosperous, too. They never were prosperous when farm prices 
were as low as 75 percent of parity. 

You are not suggesting you know of a time they were. Let me 
put it the other way. Do you know of a single time in American 
his story when farm pr ices averaged as high as parity that everybody 
was not prosperous ¢ 

Mr. Marsnauu. No, I do not. 

Mr. Poacr. Then why do we not strive to get those things which 
bring about general prosperity, instead of striving to share the 
misery? Why do we not try to elevate everybody to a level where we 
can all be prosperous ¢ 

Mr. Marsnaui. We would like 90 percent of parity. There is no 
doubt about that. 

Mr. Poace. All right. Why do you come in and try to take 90- 
percent support away from everybody but the dairy farmer? 

Mr. Marsuaty. The commodities we have to buy are at 90 percent. 

Mr. Poage. Do you think you can be prosperous if you are getting 
your feed at less than it costs the farmer in Illinois or Iowa to grow 
it? Do you think you can long be prosperous then as a dé uiry farmer ? 

Mr. Marsuauy. Our milk now we are producing at a loss; I agree. 

Mr. Poacr. I do not doubt that in the least. I produced milk last 
year at a loss, and we got a whole lot better price last year than we are 
going to get this year. You know it and I know it. 
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I come back to that question: Do you think that you, as a dairy 
farmer in New York State, can long be prosperous if you are feeding 
feed for which you are paying less than it costs the man in Iowa or 
Illinois to produce it ? 

Mr. MarsHauu. I am not sure what it costs. I know what we are 
paying for feed. 

Mr. Poacr. I know you know what you are paying for feed. I 
know you have some idea of what it costs to produce it. You know 
that the farmer out there does not live on nothing. You know that his 
costs for gasoline are just as high as yours are. You know that his 
labor costs are high. You know that the implements cost him just 
as much as they cost you. 

Mr. MarsHauu. I would imagine so. 

Mr. Poace. You do not have any idea that that man in Illinois is 
getting by without any costs, do you? 

Mr. Marsuauy. No, you do not produce without cost. 

The Cuamman. The Chair would like to make a suggestion. We 
have five additional witnesses today. I think perhaps in the interest 
of time we should defer to some of the other witnesses. 

Mr. Poage. All right, sir. 

Mr. Marsnauu. Thank you. 

The CHairman. Any further questions? If not, we thank you 
very much, Mr. Marshall, for your appearance before the committee. 

The next witness is Mr. Otie M. Reed, representing the National 
Creameries Association, who was before the committee at the time 
the committee was forced to recess when we had the dairy industry 
group here on a previous date. 

The Chair recails that Mr. Reed had completed his statement and 
he was being questioned on the same by the committee. I believe Mr. 
Andresen was questioning Mr. Reed at the time. 

I understand you would like to proceed, Mr. Andresen, with your 
questions. 


STATEMENT OF 0. M. REED, WASHINGTON REPRESENTATIVE, 
NATIONAL CREAMERIES ASSOCIATION—Resumed 


Mr. Reep. Thank you, Mr. Chairman. 

Mr. Anpresen. Mr. Reed, you will recollect that I wanted to secure 
your opinion on the merits of the self-help plan that was proposed by 
the National Milk Producers Federation. You were about to go into 
that to point out whether or not you were for it or against it, or to 
make certain suggestions on the part of your association. 

Mr. Reep. If I may, Congressman Andresen, I would like to answer 
that question in two steps. 

The first would be a general consideration of what we mean by 
self-help programs. 

As they have been proposed and as they have operated in the 
past, under the former Agricultural Adjustment Act, they ordinarily 
visualize the application of a processing tax on the commodity when 
it is delivered from the farm to processing plants of all kinds. 
Whether the program is self-help or not depends entirely upon where 
that tax finally comes to rest. 

That factor also has something to do with whether or not we favor 
it. In the milk and dairy products field most of us believe that, 
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with respect to a tax on fluid milk that is used as such in fluid milk 
markets, it would be passed along to the consumer. There are numer- 
ous reasons for that, many of which you are familiar with, probably 
more so than I. The markets are rather well controlled, so far as 
price bargaining is concerned. Many of them operate under orders. 

The general idea would be that that tax would be passed forward, 
and that, therefore, it would become in essence a sales tax on con- 
sumers. 

With regard to manufactured dairy products, which are produced 
very largely throughout the Nation, on a nationwide market, we 
do not believe the tax would be passed forward to the consumer, but it 
would be passed back to the producer. In that sense, then, the pro- 
ducer would be paying for the costs of the program. 

Inasmuch as both fluid milk used as such—fluid milk and cream— 
and manufacturing milk are about equal in volume, there would prob- 
ably be, in our judgment, very little, if any, net return after account 
was taken of the incidence of the tax. We, therefore, do not con- 
sider it a self-help program except to a limited extent. 

However, we would think it should more properly be called a self- 
contained program in the sense that it carries with it its own financing. 

I think the National Milk Producers Federation is to be commended 
for having developed its program. We have discussed—I have and 
my organization has—the matter with the National Milk Producers 
Federation on a couple of occasions. We have certain broad, overall 
objections to the plan as it is proposed. 

While the National Creameries Association is a producer group, we 
still do not believe that a board should be set up which has the extraor- 
dinary powers that are granted this board, without having full rep- 
resentation from the dairy industry and also representation from the 
general public. We do not think it is necessary to set up another 
board. There has been enough proliferation of Government commis- 
sions, and that is what this would be. 

The program has the same fault, as we view it, as the current 
price support program has; that is, no definite and sound, workable 
program to dispose of the heavy surpluses once they are acquired. 

Certain other provisions of the proposal need further scrutiny. 
We certainly need to consider whether or not the farmer would be 
better off under this plan than under the current Government-operated 
price-support plan. 

Now, if the prices are held at the same level under either plan 
it follows that to the extent that producers finance this plan they lose 
by the amount by which they finance it. What they do not lose 
would be paid for very largely by the tax which was passed on to fluid 
milk consumers. 

Secondly, it would appear to us that the plans must be ¢ ‘compared on 
the basis of using the same ae in establishing price-support 
levels, and that the board would establish the levels at the same point 
as any responsible Government agency, which takes advice also from 
people in the trade and from farm c org: inizations, would establish them. 

What I am saying is that it seems to me that the board would neces- 
sarily fix the same prices that the Government would fix under the 
same criteria. So we do not think the farmers would stand to gain 
under that program. 
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We think that it vests far too much power in any group to jiggle 
with the economy, without any representation from the public and 
without any supervision from either the elected repreesntatives of 
the public or the appointed representatives. 

There are very broad powers put in the bill which would permit the 
board to build plants, to go right through the whole gamut of opera- 
tions from the farm to the consumer. We do not need any more 
capacity, let alone a quasi-governmental board capacity, in this 
industry. 

Two methods of support are provided—loans and purchases. That 
is what is provided under the current act. We think it would be 
desirable to provide additional methods. 

The proposal also emphasizes the point that if imports were per- 
mitted they would be purchased and the cost charged to the Govern- 
ment. While we are not entirely satisfied with the current system of 
import controls we are quite satisfied with the regulations that have 
been put into effect under section 22. We would like to see section 22 
strengthened, and I testified to that effect on March 19, and left with 
the committee a proposed amendment to section 22. 

However, we do not think it desirable to relinquish the controls set 
forth in section 22 in favor of some nebulous purchase plan if im- 
ports were to be permitted. 

The proposal to charge the Government for excess milk and butter- 
fat produced on acreage diverted from basic crops has some elements 
that might be good, if it could be administered. We, however, doubt 
that it could be administered. There is the question as to how such 
an operation would fit in with the overall program of soil conserva- 
tion and how it would fit in with the control programs of other crops. 

I think we all realize in the dairy industry that when the basic crops 
release acreage that land is going into something. It is going into 
cover crops, or it may go into feed. I do not know what it will go 
into, but it will certainly be used. Almost assuredly its use will in- 
crease livestock production and milk production. 

However, if we are going to have some system of acreage allotments 
and couple that with conservation of the soil it would seem to me that 
we should have some way to protect the dairy industry. Whether 
that proposal will do it I think is probably open to question; but in 
any event it does have, at least on the surface, some attributes that 
have merit. 

In our consideration—in my organization, at least, we have not 
by any manner of means ruled out the possibility that we can with 
our colleagues in the dairy industry, throughout the dairy industry, 
work out some sort of a self-help program. It is highiy improbable 
that we will ever be able to work one out which would handle a 
surplus situation such as we have today, when we have on hand—and 
this is a conservative figure—approximately $430 million worth of 
dairy commodities in the inventory of the Commodity Credit 
Corporation. 

My figures are based solely on the purchase cost, and only on the 
amount in inventory as of March 24. On March 24 we had 328 
million pounds of butter, to use round figures, 339 million pounds 
of cheese and 539 million pounds of nonfat dry milk solids. Using 
the purchase cost per unit of the commodities, the total cost comes 
out at $430 million. 
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Since there are approximately 100 billion pounds of milk and 
butterfat sold from farms—I mean, all milk and butterfat totaling 
100 billion pounds of milk equivalent—to raise the money to conduct 
that purchase program would cost, by a process of simple multipli "a- 
tion, 40 cents a hundredweight. I do not believe, nor does my 
organization believe, that this type of program is appropriate to 
our current situation, and unless it were to be modified in the maner 
in which I have suggested we do not think it would be appropriate 
in any event. 

Again, we still want to keep working on it, and hope that some 
time we can all come before you with a program to help ourselves. 
In that connection, however, we must bear in mind that we are a part 
of the agriculture of the United States. I have never been able to 
see why we should launch on a so-called self-help program without 
the rest of agriculture doing the same thing. Iam unable to visualize 
what distortions that would place between the competitive character- 
istics of different farm enterprises in areas where they are competitive. 
I have not been able to think my way through it. 

But it seems to me there is certainly a wide area which needs 
exploring. Perhaps before we could ever develop a self-help pro- 
gram for the dairy industry we would probably find that we would 
want to join with the rest of agriculture in a similar type of program, 
if they were desirous of doing so. 

I have answered your question as well as I can. 

Mr. Anpresen. As I recollect it, one reason why this particular 
self-help program was proposed was because of the request of the 
Secretary of Agriculture about a year ago of the industry to come 
up with some type of self-help program. That is the reason I have 
asked you about how you felt about this program. 

Does your organization, the National Creameries Association, have 
any self-help program, or are you considering one ¢ 

Mr. Reepv. We are considering one, but we do not have one to the 
point, Congressman Andresen, where we desire to propose it at this 
time. It has too many bugs in it. 

We ran into this problem of actually who does pay for it? Is it 
self-help, or is it merely another method of levying a tax? We have 
not formalized it yet. 

Mr. Anpresen. Do you not believe it would be advisable for the 
various dairy groups to try to get together ? 

Mr. Reep. Surely. 

Mr. ANprESEN. And work out a program themselves ? 

Mr. Reep. Surely. 

Mr. Anpresen. Where the industry can handle this situation with- 
out cost to the Government, and without bureaucratic interference? 

Mr. Reep. If we can do it. My question is whether we can. That 
is not keeping us from trying. 

Mr. ANnprEsEN. Mr, Chairman, I would just like to ask one other 
question. 

Since you appeared before the committee in March the Department 
of Agriculture has put into operation the 15 percent cut in dairy 
supports. Will you give the committee the benefit of your views as 
to what has taken place and what may be the effect upon the dairy 
industry and the economy of the country of that move ? 
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Mr. Reep. Well, there is no doubt that it is going to be very serious. 
The reduction in price support levels is going to cost manufacturing 
milk and butterfat producers about $300 million. If that spreads 
through the fluid milk markets, which it certainly will to some extent, 
though I cannot say how muc h, it mz Ly go up to an additional $300 
million. That will be $600 million lost in direct cash farm income. 

There have been no compensating offsets in reductions in cost. As 
a matter of fact, as I recall, costs are still on the uptrend. 

There can be no doubt that that reduction is going to go far toward 
triggering off a bad business situation. It will certainly hit very 
strongly out there in the Middle West. 

Mr. Anpresen. In other words, you mean that it will eventually— 
maybe more rapidly than we think—affect the economy of the entire 

' country in business ¢ 

Mr. Keep. Surely. 

Mr. AnpreseN. And in manufacturing production ¢ 

Mr. Rerep. Surely. The immediate effect is going to be very, very 
drastic in States like Minnesota, Wisconsin, lowa, Kansas, and North 
and South Dakota, which are the manufacturing milk producing 
States. It is going to get serious very quickly in the fluid milk mar- 
kets, partly because of the reduction they will take immediately in 
their lower class prices, and the reduction they probably will take in 
their class 1 prices. 

Mr. Anpresen. Do you believe that this reduction in the support 
price will have any material effect upon continued high production 
of dairy products ¢ 

Mr. Reep. Not for quite awhilé, anyway. 

Mr. Anpresen. It will take several years to make the adjustment? 

Mr. Reep. It will take time for the capital to start wearing out, and 
things like that. Only then will you begin to get a real reduction in 
production. 

Mr. Anpresen. Do you feel that the reduction in the retail price of 
butter, cheese and milk powder will materially increase consumption ¢ 

Mr. Reep. It will increase it somewhat, but not enough to move the 
current production; and certainly not enough to cause any reduction 
whatsoever in CCC stocks. 

There will be some increase, but that will not get us out of this sur- 
plus. The CCC this marketing year we are now in, we think, will 
buy just about as much as it did last year. We have a strong possibil- 
ity of winding up, even under this reduction, with over a half billion 
pounds of butter, a half billion pounds of cheese, and perh: aps almost 
a billion pounds of nonfat dry milk solids in the Government’s hands. 

That is why we say that some method of disposition of these sur- 
pluses has to be found if we are going to protect the dairy price- 
support program. ‘There is no way we can see out of it. 

The enactment of legislation and the furnishing of money to handle 
the situation so as to get these commodities consumed is, we think, 
the only thing that will save our program. We think even the 75- 
percent level is going to fall unless a disposition program is developed 
and put into effect “quickly, which will be effective in moving the 
commodities to the American housewife. 

Mr. Jones. Will the gentleman yield for a question ? 

Mr. Anpresen. Yes; I would be glad to. 
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Mr. Jones. What is your understanding of the reasons advanced 
by the Secretary for dropping these supports to 75 percent ? 

Mr. Reep. The clearest statement I have seen on the part of the 
Secretary was in a speech made in Ithaca, N. Y., I believe on March 
94. I do not have a copy of that with me, but T can paraphrase the 
reasons very well, I think. 

His position was that as the act is now drawn he must set these 
levels anywhere between 75 percent as a minimum and 90 percent 
as a maximum of parity, and that will be where he determines it 
necessary in order to assure an adequate supply, or words to that 
effect. 

Mr. Jones. I am familiar with that statement. What I am get- 
ting at is this: Do you think if he was not restricted by law he would 
have thrown this below 75 percent at this time? 

Mr. Reep. I have no way of knowing that. 

Mr. Jones. Now I want to ask you one other question, to bring 
out what I am trying to get at. 

Last year at the time that he set the support at 90 percent of parity 
was he not violating the law just as much then as he would now by 
raising it to, let us say, 80 percent instead of 75 percent? Or was 
it necessary to support it at 90 percent of parity, to gét an adequate 
supply a year ago? I hope I have made myself clear. 

Mr. Reep. Well, as it turned out the facts show that although the 
level was announced at 90 percent the producer received 84 percent 
for milk used in manufacturing milk. That is what he actually 
received. 

Mr. Jones. I mean, did the Secrétary, at the time he made that 
announcement—at least, it was my understanding, and I hope some 
member of the committee will correct me if I am wrong—not testify 
before this committee that they were going to support these dairy 
products at 90 percent of parity, when he also estimated that 7 at was 
going to cost the Government over $100 million? Now, if it were 
going to cost the Government over $100 million, it would seem that 
it was not necessary to support it at 90 percent, if it was going to 
build up a surplus of $100 million worth of products. 

What I am getting at is this: If he is going to the law now and 
saying, “I have to cut it down to 75 percent in order not to violate 
the law,” my reasoning has always been that he would violate the 
law now by raising it to 80 percent, which indicates he would also 
have violated the law back in March of last year when he set the sup- 
ports at 90 percent of parity on the assumption that that was what 
was necessary to get adequate production. 

Would you care to comment on that? 

Mr. Regn. I think probably one of the factors that was bearing 
on the Secretary’s decision in making his announcement last year was 
that the surplus situation, so far as holdings by the Commodity 
Credit Corporation were concerned, was nothing like as burdensome 
as it is now. 

Mr. Jones. They did have a surplus at that time, did they not? 

Mr. Reep. They had some, but not enough to be particularly bur- 
densome in supply. 

Mr. Jones. What was the supply at that time? 

Mr. Reep. I do not believe I have that figure in front of me. Par- 
don me just a moment. 
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Mr. Jones. You gave a figure a little while ago of $430 million 
for the stocks as of March 24 of this year, I believe. 

Mr. Reep. That is right. I do not ‘have the April 1, 1953, inventory 
of butter and cheese or nonfat dry milk solids. 

Mr. Jones. Do you think it has cost the Government more than 
$100 million, which he estimated at that time? 

Mr. Reep. This year? 

Mr. Jones. Yes. 

Mr. Reep. Surely. CCC has $430 million worth of commodities in 
inventory now. 

Mr. Jones. I was just wondering what the cost was. They had 
come before the committee, and I asked a question at that time. They 
estimated it was going to cost $100 million. 

Mr. Reep. One. thing they were caught with, Congressman—and so 
was the industry, or most of us in the industry—was that there was a 
quite sharp increase in production last year that was not anticipated. 

Mr. Jones. I was trying to get at this point: If he was violating the 
law at this time, was he violating the law back then? 

Mr. Reep. I do not think we could reasonably say so; no, sir. 

Mr. Jones. All right. 

Mr. Reep. You have to start with a guess of what production is 
going to be. 

Mr. Jones. If they estimated that was going to create a surplus of 
$100 million, would you not think they had set it high enough to 
encourage overproduction ? 

Mr. Reep. No; I would think you could use $100 million worth of 
dairy commodities ve ry, very easily in the outlets which the Govern- 
ment has available, like the school lunch program and eleemosynary 
institutions and so on. This is something entirely different. 

Mr. Jones. But they have not been using it in that capacity, or in 
that amount, have they ¢ 

Mr. Reep. Not in these amounts. They cannot. There are not 
enough institutions to go around. 

Mr. Jones. Could he not have used those more liberally during the 
past vear, and prevented that surplus from piling up there? 

Mr. Reep. They have tried, so I am informed, to distribute as much 
of the surplus dairy commodities to all of their outlets as they pos- 
sibly can. 

Mr. Jones. You do not think there was any intention of trying to 
build up a big surplus to discredit the whole program ? 

Mr. Reep. No. 

Mr. Jones. All right. 

Mr. Reep. I think they got caught with underestimated production. 
Once they were started they had to continue. 

Mr. Jones. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Hoeven has a question. 

Mr. Hoeven. Has there been any appreciable decrease in the retail 
sale of butter since April 1? 

Mr. Reep. That I cannot say. It is much too soon to have any real 
information. 

Mr. Hoeven. Are you keeping in close touch with the situation ? 

Mr. Reep. Trying to; yes, sir. 

Mr. HoEven. Could you furnish the committee with figures, say at a 
later date—a 10-day period or a 15-day period—to give us some idea 
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of whether or not the lowering of the retail price is reducing the stock- 
pile somewhat ? 

Mr. Reep. I will see if I can get some figures somewhere for you on 
that. I personally do not have them. We do not deal at retail. 

Mr. Hoeven. I think that would be valuable information. Also, I 
wish you would provide the committee with some figures, if you can 
obtain them, on the average retail prices of butter sales throughout 
the country since April 1. 

The Cuarrman. That would include the drop in price? 

Mr. Horven. That is right. That is the thing I am getting at, 
the drop in price since April 1. 

(The information is as follows:) 


NATIONAL CREAMERIES ASSOCIATION, 
Washington, D. C., April 14, 1954. 
Hon. CLirrorp Hope, 
Chairman, House Committee on Agriculture, 
Vew House Office Building, Washington, D. C. 

Dear Mr. Hore: During the course of my testimony before your committee on 
April 6, Congressman Hoeven asked me for information concerning the course of 
retail prices of butter since the reduction in price-support levels April 1. I 
promised to furnish such information as I could collect for inclusion in the 
record. 

Comprehensive reports of retail prices of different commodities in major 
cities of the United States are published monthly. Accordingly, there is not 
now available a report on the course of retail butter prices covering the first 10 
days or so of the month of April. 

However, the Department of Agriculture conducted some spot checks of changes 
of butter prices in the city of Richmond, Va. ‘This check shows that in February 
this year, retail prices of butter were SO cents per pound. On April 2 they 
were 65 cents per pound, and on April 7, they were 70 cents per pound. 

Here in Washington, I find from limited personal observation that butter 
prices were 59 cents per pound in some of the major chains during the first week- 
end in April, and were subsequently increased to 69 cents per pound. At present, 
some stores are still selling butter at 59 cents per pound. 

Last year, the average retail price of butter in the United States was 79 
cents per pound, On April 1, the purchase price of CCC under the price-support 
program was reduced from 65.75 cents per pound to 57.5 cents per pound, basis 
Chicago terminal market. This amounts to a reduction of 8.25 cents per pound. 

If retail prices decline by the same amount as wholesale prices on the terminal 
markets, they should decline at least 8.25 cents per pound from last year’s aver- 
age. This means that retail prices should average, under the new support price 
levels, about 70.75 cents per pound. Of course, lower grades will show lower 
prices 

It is obvious that the prices of 59 cents per pound that have prevailed in some 
stores in many sections of the country were of the loss-leader type. It seems 
probable that on a straight commercial operation, retail prices should average 
from around 67 to 70 cents per pound, depending upon grade and area. 

rrusting this information is sufficient to clear up their matter for the record, 
Iam, 

Sincerely yours, 
Ortre M. Reep, 
Washington Representative. 


The Cuatrrman. Mr. Lovre. 

Mr. Lovrr. I am glad you are here this morning, Mr. Reed, because 
last night I was really thrown for a loss, talking now as a consumer 
and not as a producer. Last Saturday at the Giant Store on Piney 
Branch Road I bought butter at 59 cents a pound. Last evening I 
went back to the same store, the Giant Store on Piney Branch Road, 
and the price was 69 cents. Pray tell me why the price of butter 
should jump 10 cents over the weekend. 

Mr. Reep. I cannot tell you. 











LONG RANGE FARM PROGRAM 3521 


I might say that my wife raised a very pointed question with me last 
night, as to why that happened. All I can say is this: The retail 
price before April 1 has been running on the average of about 75 
to 79 cents. Now, the Secretary reduced the buying price on butter 
814 cents. So that would bring your price level down to 67 to 71 
cents, as your range. That is where the price would come out with 
usual retail spreads. 

Apparently what happened was that the stores for a day or so 
after this break took place actually sold their butter out at practically 
no margin. 

Mr. Lovrr. Well, that being true, why would they have to raise 
it 10 cents? 

Mr. Reep. Because the 59 cents was way too low. That was a loss- 
leader price. 

Mr. Lovre. When they sold at 59 cents a pound they were not selling 
at a loss. 

Mr. Reep. It was costing them that, I would venture to say 

Mr. Lovre. They were not selling at a loss, were they ¢ 

Mr. Reep. I would venture to say they were; yes. 

Mr. Lovre. Do you know of any grocery stores selling items at a 
loss ? 

Mr. Reep. They only did it for 1 day or so. 

Mr. Lovre. What was the purpose of it? 

Mr. Reep. I cannot tell you. I really cannot. I do not know. 

Mr. Lovre. It is kind of confusing to me. I just cannot under- 
stand it. 

Mr. Reep. Neither can I. I think the drop to 59 cents, actually be- 
ing so much lower than the drop anyone would estimate on the basis 
of the reduction in price supports, is not explainable. It is not ex- 
plainable on the basis of the drop in price supports. 

Mr. Lovre. It could not be part of a scheme to shove up consump- 
tion, to show that this drop did increase consumption, could it ? 

Mr. Rerep. I do not know. I just do not know just what led to that. 

Mr. Lovre. Now, when you prepare these statistics for Mr. Hoeven 
I certainly would appreciate if it you would start at a time when 
the price is fairly stable, at 69 cents, rather than going down to 59 
cents, because that would not give a true picture. 

Mr. Reep. Well certainly the drop to 59 cents was by no manner of 
means a true picture of the reduction that consumers should expect, 
with the reduction in the price support level that was actually made. 

Mr. Lovre. What do you expect the retail price of butter to be from 
now on out? 

Mr. Reep. I think it will range from 67 to 71 or 72 cents, depending 
on the grade. 

Mr. Lovre. I am glad I am not the only one who got caught in that, 
because I was really thrown for a loss last night. As am: utter of fact, 
I went to the manager and I said, “What is the deal now?” and he did 
not have any answer, either. 

Mr. Anpresen. You should have bought about 50 pounds of butter. 

Mr. Lovre. Who would ever think that the price would increase 10 
cents over the weekend ? 

I have a couple of other questions, Mr. Reed. 

Mr. Reep. Surely. 
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Mr. Lover. Your organization is opposed to the self-help plan that 
has been suggested by the milk producers ? 

Mr. Reep. That is right. We think it needs a lot of working over, 
yes. 

” Mr. Lovre. I believe in January, or on January 21 to be exact, your 
group met at the La Salle Hotel in Chicago to evaluate this program ? 

Mr. Reep. That was, as I recall it, the dairy industry committee. 
We are members of the dairy industry committee. 

Mr. Lovre. That was what was called the DIC; is that right? 

Mr. Reep. That is right. 

Mr. Lovre. I noticed that it was their recommendation that the plan 
be not adopted for several reasons. One of their reasons was that 
there is no method of taxation levied upon the few and not the many ; 
taxes or utilization of fees of this nature would be levied on the pro- 
ducers. That is part of the National Milk Producers plan, is it not? 

Mr. Rerep. They propose the levying of an equalization fee or a proc- 
essing tax at the point of first processing; yes. 

Mr. Lovrr. Is there anything wrong with that, if the producers 
want to levy a tax upon themselves in order to help them figure out 
ways and means of getting out of this mess they now find them- 
selves in? 

Mr. Reep. The point I made in the discussion of it is that in the 
first place the tax that is levied on milk destined for use in the fluid 
milk market will be passed on to the consumer. It will not rest on 
the producer. It will be very largely passed on to the consumer. 

In the manufacturing areas it will be passed back to the producer. 

Mr. Lovre. That is true with all taxes, is it not? 

Mr. Reep. Pardon me sir? 

Mr. Lovre. That is true with all taxes. 

Mr. Reep. I would not say so. I am not too much of an expert in 
the general field of taxation, but on the one hand here you would have 
the fluid milk consumers paying the tax as it goes into fluid milk, and 
the manufacturing milk producers paying it as it goes into manufac- 
tured dairy products. 

Mr. Lovrr. In the final analysis it is always the consumer who 
pays the bill. 

Mr. Reep. I would not say so; not in this instance, no. 

Mr. Lover. Then there was another objection I noticed that was 
raised, and that was that the stabilization board which is provided for 
under this self-help plan was not representative of the dairy industry. 
I thought it was. 

Mr. Reep. The board is supposed to be composed entirely of pro- 
ducers. 

Mr. Lovre. This is a producers’ plan, is it not? 

Mr. Reep. Well, I would not call it that; depending on the tax 
incidence. You see, I maintain it is not a self-help bill. 

Mr. Lovre. I understand. 

Mr. Reep. It is a self-contained bill in the sense that it carries with 
it its own financing. But the manufacturing milk producer will pay 
his share of the tax. All the manufacturing milk producer will get 
back out of the operation will be the amount of tax money paid by 
fluid milk consumers. ; 

Mr. Lovrr. What I cannot understand, Mr. Reed, is this: This plan 
is sponsored by the Milk Producers of America. 
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Mr. Reep. Sponsored by one group of milk producers. 

Mr. Lover. That is right. 

Mr. Reep. That is right. 

Mr. Lovre. This stabilization board which is set up is composed of 
producers. Why should iv not be composed of producers ? 

Mr. Rerp. I do not think you should give any group—my organi- 
zation is a producer group, too, you know, Mr. Lovre—producer 
group, processor group, or any group the vast powers that are con- 
tained in this bill without the public being represented on the board, 
all of the industry that is involved in the matter being represented on 
the board and, yes, the Government being represented on the board; 
because you are using the power of Government. That is my feeling 
about it. As a producer 1 woutd not propose a sole producer board. 

Mr. Lovre. It seems to me that the milk producers should be com- 
plimented for coming up with a plan, which was suggested to them 
by the Secretary of Agriculture, because he suggested that they do 
come up with a plan which would put them on a self-supporting basis. 

Mr. Reep. I think there is some confusion in that connection. Per- 
haps the confusion exists in my own mind, but I do not recall the 
Secretary ever having said that we had to come up with a self-help 
program. What the Secretary did say, as I recall, is that he wanted 
the industry to work with the Department dering ti is year in order 
to come up with a more effective program th: an the one ar in eXxist- 
ence. I do not think he said a thing about its having to be a self- 
help program. 

Mr. Lovrr. The Milk Producers Association is the only organiza- 
tion that has come up with any plan at all. 

Mr. Rrep. With a self-help plan; yes. On the contrary, there have 
been many plans proposed that are not self-help. 

Mr. Lover. You say your organization is working on a plan but 
it is not yet ready ? 

Mr. Reep. That is right. 

Mr. Lovrr. When will it be ready ? 

Mr. Reep. I do not know. 

Mr. Lovrr. Will it be this year? 

Mr. Reep. Probably. 

Mr. Lovee. You are not sure? 

Mr. Reep. No: because we are stumbling around on this point as to 
how we do one single thing for the producer by just swapping dollars. 

Mr. Lovee. Is it your recommendation that we forget about this 
self-help program ? 

Mr. Reep. As far as the present crisis is concerned, yes, but that 
we continue to try to wor k something out at a later date after full 
consideration of all the factors involved. At the present time we are 
in this very serious situation where we have all this commodity, farm 
products are being reduced in price, which will seriously damage a 
large number of farmers, particularly in the manufacturing areas 
of the Midwest, and we have no way of getting rid of the commodity 
we have. We have the butter, the cheese, and the nonfat dry milk 
solids, some of which is a year old. We are going to get more this 
year. We have got a price- support program now. “I think we should 
make this one work. In the meantime, we can devote further atten- 
tion to the possibility of developing some kind of a program which 
we can Core into an overall dairy program. 
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Mr. Lovre. You feel this Congress should support the 90 percent 
of parity until such time as you and others can came up with some 
other program to take care of the present problem ¢ 

Mr. Rrev. With regard to the 90 percent of parity, I think we 
should support these prices to the producer at as high a level as we can. 

Mr. Lovre. How high would that be? 

Mr. Reep. The maximum under the law is 90 percent of parity at 
this time. Our producers in the Midwest last year never did so well 
under this program anyway. Our prices were not at the 90 percent 
level. What we are insisting or trying to persuade Congress to do is 
to pass legislation that will enable the Department of Agriculture to 
liquidate these stocks so that our program will not be ruined. We 
do not believe we can continue to pile these surpluses up and have 
any program. We do not think it is a choice between 90 percent and 
75 percent of parity. We think it is a choice between getting these 

surpluses used up and no program at all. 

Mr. Lovrr. What do you recommend? You are against the milk 
producers’ plan. Apparently you are for the price support program. 
At what level would you like to see it ; 75 percent ? 

Mr. Reep. That will not help. 

Mr. Lovre. What is your specific recommendation ? 

Mr. Reep. My specific recommendation is this: That the committee 
report out H. R. 8687, which was filed on April 1 by Mr. Byrnes, of 
Wisconsin, and referred to this committee. This bill is designed to 
handle the present crisis we are in, as I understand it, and it would 
provide an amendment to section 201 (c) of title II of the act of 1949, 

the current law, in this respect : 

It would add another criterion to those that the Secretary now con- 
siders in establishing price supports. At the present time, as you 
will recall the conversation with Congressman Jones, he has only the 
adequate supply criterion, and he said the supply was more than 
adequate. This bill would add another criterion saying the Secretary 
shall support the price of whole milk, butterfat, and the products of 
such commodities, respectively, at such level not in excess of 90 per- 
cent nor less than 75 percent of the parity price therefor as the Secre- 
tary determines necessary in order to develop and maintain stable 
economic conditions for the producers of such milk and butterfat, 
and to assure an adequate supply. 

If that language had been in the bill this year the Secretary would 
not have had to have dropped the price to 75 percent. He would have 
had another criterion and he could have said, “The supply is ade- 
quate, but it would be too big a wrench to the economy of the country 
if I dropped the price so low.” 

Mr. Anpresen. Will the gentleman yield at this point? 

Mr. Lover. Just a moment. In your bill, what percent of parity 
should be put on dairy products in order to carry out the intent of the 
bill you have placed your stamp of approval on? Would it be 90 
percent, 85 percent, or what ? 

Mr. Reep. I would want to see no change in the prices received by 
farmers last year. 

Mr. Lovrr. Then they would get 90 percent? 

Mr. Reep. He announced 90 percent, but they never got it. Last 
year they got 84 and 86. 
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Mr. Lovrr. So it is your recommendation to this committee that we 
roll back the support program to 90? 

Mr. Reev. No. Iam not making that recommendation. Iam mak 
ing a recommendation, perhaps, of that nature, but it is coupled with 
another and they go together. 

Mr. Lover. We are trying to find out specifically what you are rec 
ommending to this committee. We want to dispose of the dairy prod 
ucts and keep the dairy industry healthy and prosperous. In dir 
to do that, what are you recommending to this committee in the way 
of supports? 

Mr. Reep. Last year the support level was based on 90 percent. 
Producers received 84 and 86 percent. I think this year they should 
receive at least the same prices as they — ‘ived last year. What per 
cent of parity that would come out, I do not know. But last year 
when they announced the prices at 90, they came out at 84 and &6 
percent. I would recommend status quo as to producers. In addi 
tion, in this bill there is a proposal to give the Secretary authority, 
which the Secretary now does not think he has, to get this ¢ ommodity 
consumed by the American housewife. That is a proposed amend 
ment to section 416 and the amendment is as follows: 

In order to permit effective disposition of food commodities acquired through 
price-support operations, the Secretary of Agriculture and the Commodity Credit 
Corporation are authorized, upon application by the Munitions Board or any 
other Federal agency and on such terms and under such regulations as may be 
deemed in the public interest, to make such commodities available to any such 
agency for use in making payment for commodities not produced in the United 
States. 

All that sentence does is remove the deterioration criterion that 
the Secretary must use in disposing of these commodities through 
those outlets. He can dispose of them now if he determines they are 
on the way to deterioration. We take that away because we think 
it is nonsense to wait until the commodity is spoiled or on the way to 
spoiling before disposing of it. 

Then we go on to say, and this is the same language in the present 
act: 

Any such commodities which are not disposed of pursuant to the foregoing 
sentence may be made available by the Secretary and the Commodity Credit 
Corporation at the point of storage at no cost, save handling and transportation 
costs incurred in making delivery from the point of storage, as follows in the 
order of priority set forth: First, to school-lunch programs; and to the Bureau of 
Indian Affairs and Federal, State, and local public welfare organizations for the 
assistance of needy Indians and other needy persons; * * * 

Mr. Lovre. I do not think there is any question about that. I think 
everybody is in accord with your views on disposing of surpluses to the 
needy. 1 want to get back to the main question that we cannot keep 
the dair y industry health at less than 90 percent of parity. That is in 
effect, what you are saying; is it not ? 

Mr. Reep. That is right. I am also saying that unless this addi 
tional legislation which I was getting re: idy to read is enacte “dl, we will 
have no progr: am a year from now even if the Vy are at 90 or 75 percent. 
We are getting too much stuff on hand and the people will see that the 
progr: am is discontinued. 

Mr. Lovrer. In short, this is what we have to do: First, we have to 
have a disposal program ? 

Mr. Reep. Exactly. 
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Mr. Lovrr. And second, we have to support dairy products at 90 
percent in order to keep the dairy industry healthy ¢ 

Mr. Reep. That is right. Would you care to listen to the proposal 
on the disposition program ¢ 

Mr. Lover. I have read it and I am in favor of the disposal program. 
I wanted you to say on the record that you are in favor of a continua- 
tion of the 90- percent support program to keep the dairy industry 
healthy. That is what I wanted you to say, and that is what you did 
say. 

Mr. Goxipen. I would like him to read that other paragraph. 

Mr. Reep (reading) : 

Such disposition programs may include but are not limited to (1) disposition 
in regular channels of trade and commerce in a manner designed to maintain 
returns to producers of food commodities at announced price support levels 
and at the same time permit reduction in prices to domestic consumers sufficient 
to dispose of acquired surpluses of food commodities or to prevent the accumu- 
lation of burdensome surpluses of such commodities and (2) disposition of such 
commodities in world markets at competitive world prices. 

In other words, we propose that the price be rolled back to consumers 
until they will eat up the surplus we have, and it will take some months 
to do that and will cost some money. We couple that recommendation 
with the recommendation as to the methods of handling price supports. 

Mr. Anpresen. Will the gentleman yield ? 

Mr. Lover. Yes. 

Mr. Anpresen. Have you worked out some figures, Mr. Reed, to 
show the cost of such a disposal program if you roll the prices back, 
say, to 30 cents a pound / 

Mr. Reep. In the hearing of March 19, Mr. Wentworth furnished 
the committee with some figures which I supported and which showed, 
on the basis of the then estimates, a cost of around $600 million. It 

probable that that cost is greater now because the inventory is 
greater. The exact figure I think was $668 million. That was illus- 
trative of the cost that would be incurred if the retail price of butter 
were rolled back to around 50 to 52 cents and support prices main- 
tained at the currently announced level. If the support prices were 
to be raised, I think I gave you a figure of an additional $145 million 
cost. We can certainly count on a cost of $600 million. We should 
probably expect a cost of somewhat more than that. 

Mr. ANprREsEN. That would have to be provided by way of an 
appropriation ? 

Mr. Reep. I do not know whether it could be taken from the borrow- 
ing power of the Commodity Credit Corporation or not. 

Mr. Anpresen. We generally replenish the Commodity Credit 
Corporation’s funds when the funds have gone down, so it would 
on to be one way or another. And your estimate is that it would 
cost $600 million and perhaps $100 million or $200 million more? 

Mr. Reep. Exactly. In connection with these figures I would like 
to emphasize that we should not say that is the cost of the rollback 
program. It is the cost of any program that will reduce prices to 
domestic consumers sufficiently to reduce the surplus, and we are deal- 
ing with the accumulation of 2 years’ surplus. 

Mr. Anpresen. You are dealing with the accumulation since 
November 28, 1952% 

Mr. Reep. That is right. 
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Mr. AnpresEN. About a year and a half, and we are all conscious 
of that. That may be one reason for our difficulty. But Iam glad you 
have stated quite clearly what you estimate the cost would be of the 
program before us. 

Mr. Reep. We feel the cost will be at least that much; $430 million 
worth is in the inventory today. 

Mr. Anpresen. Of course there will be an additional loss to that, 
and that will be the loss taken by the Commodity Credit Corporation ¢ 

Mr. Reep. That is accounted for in our figures, Congressman. 

Mr. Anpresen. The cost of the program would involve the sale 
of all dairy products produced in the United States in addition to the 
amount of surpluses in the hands of the Government ? 

Mr. Resp. You would reduce the price of all manufactured dairy 
products. 

Mr. ANprEsEN. So it would cover the entire production ? 

Mr. Reep. That is right. 

Mr. Anpresen. Not only the 300 or 400 million pounds of buttet 
held by the Government ¢ 

Mr. Reep. That is right. 

Mr. AnpresENn. I have not figured it out myself, but I can do it 
easily one. 

Mr. Reep. The point is that if we were to reduce the price of CCC 
butter ek ‘cheese so that when blended with the regular price of 
butter it would reduce the price to consumers enough to move all 
products in CCC stock, we not only would have to attach a zero 
price to the butter and cheese, but pay people to take it. What I 
am saying is that no matter how much we may dislike it, we are 
facing a loss on this dairy support price program, however it is 
handled, of between $600 million and $750 million. 

Mr. Anpresen. About 6 weeks ago I read that the Secretary was 
about to announce, not later than April 1, a disposal program. Now 
it is the 6th of April. Do you know if the Department has a program 
for disposing of these surplus dairy products ? 

Mr. Reep. They have advised us they have not firmly decided on 
any program. The only program they think is open to them under 
the law as it is now is this so-called blended-price thing where you 
would sell the CCC butter at a very low price, perhaps give it away, 
to butter printers and they would take that butter and work out a 
weighted-average price of the total they have, what they have on hand 
and what they get from the CCC. I do not think the Secretary has 
decided whether that program would be announced, but that is the 
only one they say they can put into operation. We do not think it 
will do the job. 

The Cuatrman. Mr. Golden. 

Mr. Gotpen. As I understand, you think the great surpluses we 
have will not be moved under the 90 percent or under the present 75 
percent ? 

Mr. Reep. That is correct. 

Mr. Gotpen. And you have a fear if we do not find some solution 
to dispose of surpluses in dairy products, it might cause a cave-in on 
the entire program? 

Mr. Reep. Yes, sir. 

Mr. Gotpen. Then public opinion may get so intense they would 
not support any program at all? 
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Mr. Reep. That is correct. 

Mr. Gotpen. And your efforts through the bill you recommend are 
to provide new outlets? 

Mr. Reep. A new method of disposal. 

Mr. Gotpen. And I think you said the Secretary felt handicapped 
in the methods now being used to dispose of surpluses ? 

Mr. Reep. Yes. He cannot roll back the prices sharply to domestic 
consumers under the present law. 

Mr. Gotpen. Does he presently have the privilege under the law 
of using the other methods of distribution you have mentioned ? 

Mr. Reep. Yes. 

Mr. Goupen. Is he operating under that ¢ 

Mr. Reep. To my knowledge, yes. 

Mr. Goupen. Is he moving much of the surpluses ¢ 

Mr. Reep. I do not have up-to-date figures on that. It is not 
moving as much as it should move. 

Mr. Gotpen. How much do you think the price of butter will have 
to come down before the pe ople will take the surplus 

Mr. Reep. Our opinion—it is purely an opinion, because we have 
never been faced with this situation before—but I believe it is the 
general consensus of opinion of people in the trade, both cooperative 
and corporate firms, that it will take about 45 cents a pound to 
move it. 

Mr. Gotpen. The cost of the recommendation you have in your new 
bill would all be borne by the Government é 

Mr. Reep. That is right. 

Mr. Gotpen. It would not hurt the producer ? 

Mr. Reep. No. 

Mr. Gotpen. And it might be of benefit to the consumer ? 

Mr. Reep. The consumer would certainly get her dairy products at 
a lower price. 

Mr. Gotpen. How long would it take before the Government would 
be relieved of these extraordinary expenses ? 

Mr. Rerp. That we do not know. We are hoping in 2 or 3 years’ 
time it would be possible, by holding up the per capita consumption 
and taking into account the population growth, to eat it up. If we 
can keep fluid milk consumption where it is or increase it—we should 
increase it—and if we can increase the consumption of butter and 
cheese to some extent, in a few years, with a steady increase in popu- 
lation, we hope we can wipe this out. 

Mr. Gotven. Does your bill provide for an advertising campaign to 
increase the consumption of butter ? 

Mr. Reep. No. The industry is engaged in a tremendously ex- 
panded merchandising program. 

Mr. Gotpen. Is there anything in the bill, or do you have any sug- 
gestions, that would ultimately result in a curtailment of production ¢ 

Mr. Reep. No,sir. There are no mechanics put in this bill to control 
production. 

Mr. Gotpen. Do you have any recommendations that might work 
us out of this overproduction ? 

Mr. Reep. I have not thought of any. We hope we will be able 
to get consumption up to take care of it, together with increased 
population. 
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Mr. Lovre. Does your recommended bill provide direct payments 
to producers ? 

Mr. Rerp. That is not stated in the bill, but the bill gives leeway 
for that to be done. 

Mr. Lovre. How is that going to lower the price to the consumer ? 

Mr. Reep. In the second section of that bill it is provided that the 
Secretary may institute a program which will maintain returns to 
producers at that level and reduce prices to consumers. 

Mr. Lovrr. Then it is the Brannan plan you are advocating / 

Mr. Rerp. It has some elements of it; yes. 

Mr. Lovre. That is all. 

Mr. Reep. I might say, however, that I do not think the bill is any- 
thing to compare with the Brannan plan. It is a technique of opera- 
tion that has been used before in the Department. It is a technique 
of operation that will do the job, and that is its only similarity to the 
Bri annan plan, which provided for direct payments to producers, with 

\ large additional series of factors, income levels, and such as that. 
This uses the rollback method. 

Mr. Lovrr. But it includes the principles of the Brannan plan. 
That is all, Mr. Chairman. 

The CrarrMan. Mr. Poage. 

Mr. Poace. As far as I can see, this is the Brannan plan. What 
is the fundamental difference between this and the Brannan plan? 

Mr. Reep. The way this resembles the Brannan plan is that it pro- 
poses to use the same rollback tec hnique. 

Mr. Poace. Was that not all there was to the Brannan plan? 

Mr. Reep. As I understood the Brannan plan it not only involved a 
system of direct payments to producers, but it had other features in it 
such as a different method of determining what income levels pro- 
ducers ought to get; it had a system of unit qualifications or such as 
that. 

Mr. Poacr. Let us not waste any more time. Mr. Brannan came 
before this committee and said the way to approach this problem was 
to let milk and other products sell in the open market and to pay 
directly out of the Treasury the losses; pay the farmer hes his 
product should bring and let it sell on the market for whatever the 
consumer will pay and let the Government pay the difference. That 
was the whole of the Brannan pl: in as far as the people of the United 
States were concerned. Mr. Brannan said he could give us some de- 
tails. Mr. Benson did the same thing. Mr. Benson’s plan is to drop 
price supports to 75 percent of parity. He has 60 pages of details. 
But the heart of the Benson plan is reduced supports. The heart of the 
Brannan plan was subsidies—but why not be frank and say that this 
thing is a subsidy? Maybe pay a subsidy is all we can do. I have 
not been able to work out a solution. Did you think you could come 
up here and pull the wool over the eyes of the committee and sell us 
the Brannan plan and we would not recognize it ? 

Mr. Reep. I think I can answer that easily and simply by saying 
this: In a few minutes this will make 7 hours I have spent before com- 
mittees of the Congress trying to give them the facts involved, and 
the facts involved are the expenditure of a vast sum of money, and we 
see no way out of it, and to propose a method which we think will 
do the work. We certainly have not been trying to pull the wool 
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over your eyes or kid you at all. I am the one who has been telling 
the Congress what is involved and it is a subsidy. 

Mr. Poace. You told Mr. Andresen $668 million plus was involved. 

Mr. Reep. That is right. 

Mr. Poace. For what period of time? 

Mr. Reep. That would handle the 2 years’ surplus now before us. 

Mr. Poace. You anticipate that with the expenditure of approxi- 
mately three-quarters of a billion dollars you will be able to move 
the surplus that is now on hand and to take care of the production 
for the calendar year 1954? Is that what you propose ! 

Mr. Reep. Yes, sir. 

Mr. Poace. In other words, you think if we spend three-quarters of 
a billion dollars we could carry this program to the first of next 
January? That is about what it comes to, is it not? 

Mr. Reep. Next April 1, 1 would say. 

Mr. Poace. You feel you could carry it to next April 1? 

Mr. Reerp. Yes. 

Mr. Poace. At the end of next April 1 you would have no controls 
whatsoever over production, and I think you told us there will be no 
significant shift in the production, and certainly if we keep the prices 
where they are there would be no reason to anticipate any shift in the 
production except perhaps an increase. Do you anticipate an increase 
in production this year ¢ 

Mr. Repo. Yes. 

Mr. Poace. How much? 

Mr. Reep. I think the Department estimates there will be 124 billion 
pounds this coming year as compared to 121 billion last year, about 
3 billion pounds up. 

Mr. Poacre. Which would be about a 214-percent increase ? 

Mr. Reep. Something like that. 

Mr. Poacr. So instead of having an 8-percent surplus, next April 
we would have something over 10-percent surplus? 

Mr. Reep. That is probably so. 

Mr. Poacr. Then does not this lead us to the conclusion that if we 
follow this course we will put out three-quarters of a billion dollars, 
continue the program for next year, and then at that time we will be 
in worse shape than today because we will have 10-percent surplus 
instead of 8 percent ¢ 

Mr. Reep. There is one difference. 

Mr. Poacr. What is it? 

Mr. Reep. Under this plan we will get the surpluses we have eaten 
up. 

Mr. Poacr. We can destroy the surpluses we have for about half 
what your program would cost. 

Mr. Rerp. My program covers 2 years, the $430 million in inventory 
now and what will be purchased this coming year. 

Mr. Poacr. Do you not think if we should dump the $430 million 
in the Pacific Ocean and wipe it off the books the condition of the 
market would be better? 

Mr. Rerep. No. 

Mr. Poacr. You do not? This dairy problem always confuses me. 
If we eliminated a large stock of cotton or wheat it would be re- 
flected on the market. You do not think it would affect the market 
in the case of dairy products? 
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Mr. Reep. I misunderstood you. To keep prices where they are, you 
will have to buy as much of this year’s production as last year’s pro 
duction. So instead of $430 ee to throw away, you would have 
another $430 million next year. We are proposing a technique to get 
the job or and it will cost thi at much money no matter which side 
you look 

Mr. Sait I would be willing to go along with you and spend a 
substantial amount of money if that “would solve the problem. But 
you offer us a way to spend three-quarters of a billion dollars and tell 
us we will be just as bad off next year as we are today. If you could 
tell me how we could spend three-quarters of a billion dollars and 
solve this problem, I would like to talk to you. 

Mr. Rrep. I cannot do that. 

Mr. Poage. Who worked on this bill? Did you design it? 

Mr. Reep. I helped on it. It represents several months’ work. 

Mr. Poacr. It was introduced by whom? 

Mr. Reep. Congressman Byrnes of Wisconsin. This contains the 
recommendations “ys we have made to the Department of Agricul 
ture many times in handling this program. It is nothing that has 
been dreamed up avin by us. We wish we did not have to say 
the things we have to say, but we will be candid about it and we think 
the facts show that under the dairy-support program we must - 
willing to undergo, if we are going to maintain that program at all, 
expenditure of the character we have stated to you. 

Mr. Poacr. Would you propose any measure to control dairy 
production 4 

Mr. Reep. I would if we could work one out that would be effective. 
In 1934 we went out with a control program under the triple A bill 
and the farmers said it was so impractical it could not work. I fully 
realize that there is a question about what can be done with this pro 
duction, but so far none of us in the dairy field have been able to work 
outa program that would really do the job. 1 erhaps it is not control 
able: I do not know. I wish we could come forward with something 
that would settle it. 

The Cuatrman. Mr. Andresen. 

Mr. Anpresen. Is there a pos bility that you might look back 15 
or 18 years at a time when there was very little milk powder proce cual ? 
At that time a farmer used a certain proportion of his milk to feed 
his hogs and his poultry and his calves on the farm. Now the farmer 
sells most of his milk and buys expensive feed to feed his animals. 
Would it be possible, do you think, to work out a scheme so that only 
a certain percentage of the milk that the farmer would sell would have 

the benefit of the support program, and in that way curtail the produc- 
tion that went into the market ? 

Mr. Reep. I do not know, Congressman. You are setting up 
marketing control program. 

Mr. Anpresen. If farmers would retain 10 percent of their milk 
on the farm, either by way of reducing their herds or using it on the 
farm, that would perhaps solve the problem. 

Mr. Reep. We have not been able to develop a practical marketing 
control plan. 

Mr. Poacr. Unless we solve the situation from year to year, this 
Congress cannot afford to go along with you. 
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Mr. Reep. We think we could improve it in time. 

Mr. Poacr. How? 

Mr. Reev. Through our programs to expand consumption. 

Mr. Poace. This proposition of expanding consumption, I have 
listened to that since I have been a grown man and population has 
been increasing all along and always the ability of the farmers to pro- 
duce has outrun the population increase; and I know we are going to 
invent new machinery and new feeds and develop these cattle faster 
than the population will increase. I have no doubt we can increase 
milk production more rapidly than human production. 

Mr. Lovre. Off the record. 

(Discussion off the record.) 

The CHatrMan. Mr. Reed, since the question of the Brannan plan 
has been raised here—I am not criticizing your people for drawing 
up a bill; I am glad to have as many bills as possible presented to us, 
because Wwe are looking for ideas—but I would like to ask you this 
question: Is it not a fact that so far as the provision for payments to 
producers is concerned, we had on the books during all the time from 
1953 to 1949 agricultural legislation which provided for such 
payments 

Mr. Reep. That is right. 

Phe Cuairman. And it is a fact also, is it not, that during the thir- 
ties we paid out—I will say billions; I do not have the exact figures ; 
but we paid out $200 million or $300 million a year for several years 
to producers of cotton and wheat and other commodities as parity 
sereuata? 

Mr. Reep. That is right. 

The CHairman. During the war we paid out sums to producers 
which was made necessary by reason of the price ceilings. It would 
not have been necessary otherwise. So there is nothing new about 
the idea of making payments to producers ¢ 

Mr. Resp. Nothing whatsoever new about it. The current act of 
1949 is broad enough on everything but milk products to permit the 
same payments. 

The Cuatrman. The 1938 act had a very specific provision that 
vuthorized payments but it was eliminated in 1949 because of the 
reaction against the Brannan plan, which had other objectionable 
provisions than payments to producers. 

Chat is all. I just wanted to get that in the record at this point 
n view of the contention that there was something new in the bill 
because it prov ided for payments to producers. 

Mr. Reep. I think it would be very bad indeed for the program if 
the majority of the industry would be condemned because it has some 
elements of something that was proposed before. We are in a very 
serious situation and we have to get out of it if we are going to 
save the program and our dairy farmers. We visualize this as the 
way to doit. 

Phe Cu ae \N. I do not want to be understood as saying I favor 
your bill, but I do not condemn it because it has some provision of 
previous bills relating to payments. 

If there are no further questions, we thank you very much for your 
appearance before the committee. 


Mr. Reep. Thank you. 





; 
4 
: 


LONG RANGE FARM PROGRAM 3533 


(The following letter was submitted to the committee by Mr. Reed :) 


NATIONAL CREAMERIES ASSOCIATION, 
Washington 5, D. C., April 14, 1954. 
Hon. CLirrorp Hopr, 
Chairman, House Committee on Agriculture, 
New House Office Building, Washington 25, D .C. 

Dear Mr. Hope: You probably will recall that at the close of my testimony 
before your committee April 6, 1 suggested it might be helpful to the committee 
if you were sent up-to-date figures concerning the purchase and stock position 
of the Commodity Credit Corporation regarding dairy products as soon as they 
were available. This suggestion was occasioned by the fact that under the 
purchase resale method of inventory protection, the data had become quite 
confused. That is, it was not possible at the time of my testimony to tell 
accurately how much of the inventory of dairy products represented outright 
purchases in the sense that the commodity would find its way into CCC holdings 
and how much might be represented by commodity that would be resold to 
the trade under the purchase resale program, You indicated that such data would 
be helpful in keeping the acts and figures in the record straight 

Accordingly, there is attached hereto a tabulation furnished me by the United 
States Department of Agriculture showing purchases during the 1952-53 pro 
gram, purchases by months during the 1953-54 program, total purchases, dis 
position of CCC dairy commodities during the 2 program years, and amounts 
available for disposition as of March 31, 1954. 

The line at the bottom of the table, headed “Available,” needs some explana 
tion. It includes the quantities purchased under the purchase resale plan, and 
under the terms of the plan will be resold to the trade during April. Accordingly, 
the amounts of butter and cheese that can be considered the true March 31, 
1954, inventory of CCC must be reduced by the amounts purchased under 
announcement Da-—112, as set forth in footnote numbered 38. This leaves a net 
availability figure, or stated differently, an inventory figure of 359,082,061 pounds 
of butter and 890,860,673 pounds of cheese, The inventory of 598,795,394 pounds 
of nonfat dry milk solids does not need adjustment, due to the fact that no 
purchases of such commodity were made under the purchase resale program. 

The figures given in the attached table are preliminary, in the sense that they 
are compiled from nonaudited purchase reports, and may be subject to some 
later revisions due to contract adjustments and the like. However, they should 
be accurate enough for all practical purposes 

Trusting this information will be of value to your committee in its deliber- 
ations, I am, 

Sincerely yours, 
Otre M. REE, 
Washington Representative. 
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Availability report of dairy products purchased under price-support programs 
as of Mar. 31, 1954 











Purchases Salted creamery Cheddar cheese Nonfat dry milk 
: butter (pounds (pounds) solids (pounds) 
1952-453 program 143, 348, 182. 75 75, 236, 130. 50 1 210, 410, 097. 00 
153-54 | i 
A 25, 155, 588. 75 27, 123, 489. 75 | 46, 214, 600. 75 
May 42, 255, 757. 25 35, 104, 647. 75 74, 272, 345. 00 
J 66, 804, 733. 25 40, 827, 696. 25 , 440, 119. 25 
} 1), 189, 182. 50 42, 500, 982. 75 57, 374, 340. 50 
August 27, 087, 625. 50 30, 273, 094. 75 7, 261, 979. 25 
Sente or 4, 921, 638.7 24, 072, 068. 00 , 839, 783. 50 
October 963. 745. 00 7, 287, 390. 00 20, 412, 282. 50 
ber 3, 243, 987. 75 4, 470, 334. 50 7, 106 
December 11, 023, 897. 00 6, 903, 727. 00 5, 583, 
J ry : 28, 372, 725..00 22, 668, 825. 00 52, 810, ¢ 
34, 001, 061. 50 33, 222, 584. 00 55, 341, 
86, 520, 585. 25 188, 796, 083. 00 132, 295, 
Lot yur ASé 953-54 program. 2 380, 520, 527. 50 2 443, 250, 922. 75 3 GBR, 952, 913. 25 
i] purchases | 523. 868, 710. 25 538, 487, 053. 25 897, 363, 010. 25 
ISPOSALS 4 
’ 
H Y 3, 694, 199. 50 8, 484, 742. 00 64, 970. 50 
Human food (restricted use \ 300, 000. 00 
Animal feed 1, 364, 566. 00 
Salva il 356, 650. 00 
Negotiated export l 465, 000. 00 161, 506, 180. 00 
d) Sec. 32, sal 89, 483, 280. 50 24, 316, 743. 75 19, 968, 254. 25 
€) Sec. 4 45, 787, 560. 00 22, 112, 750. 00 90, 752, 880. 00 
f) R 80, 000. 00 
{ 20, 150, 375. 00 6, 830, 765. 00 
h) Veter ration sales 26, 760. 00 
lotal disposal 159, 698. 852. 00 55, 379, 235. 75 280, 567, 615. 75 
Available 364, 169, 885. 25 483, 107, 817. 50 598, 795, 394. 50 
Includes 10,663,800.75 pounds of roller 
2? Includ 5,137,824 pounds of butter and 92,247,144 pounds of cheese purchased under announcement 
Da-112 
*Includ 07,827,066.75 pounds of roller 
‘Excludes Da-112 transactio 


The CuarrMan. Before going to the next witness, the Chair thinks 
the committee should decide how we are going to proceed for the 
remainder of the day. I had hoped we could meet this afternoon 
but I do not know if that is possible because we have an appropriation 
bill comi ng up on the floor of the House >and I assume it will be read 
for amendments this afternoon, so we may not be able to meet uninter- 
ruptedly. We have on the list of witnesses Mr. R. H. Farr, represent- 
ing the American Butter Institute; Dr. E. W. Gaumnitz, representing 
the National Cheese Institute; Mr. R. J. Remaley, representing the 
American Dry Milk Institute; and Dr. Gordon Sprague, representing 

Western Condensing Co 

‘The Chair would like to make this suggestion to the committee, that 
we permit all these gentlemen to make statements and if there is time 

site r that the V can be que stioned. Is there any objection to that pro- 

dure under the circumstances ? 

“Mr. AnrrnetuHy. May I suggest that in view of the very limited 
time they be permitted to file their statements and speak extem- 
port wn eously. 

The CHarrMan. I am not sure that would save time. 

Mr. Anerneruy. You may be right. 

The CHatrMan. The next statement is comparatively short. Let 
us proceed in this way if there is no objection and see how we get 
along. 
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The next witness will be Mr. R. H. Farr. Will you come forward, 
Mr. Farr? 


STATEMENT OF R. H. FARR, REPRESENTING THE AMERICAN 
BUTTER INSTITUTE 


Mr. Farr. Mr. Chairman and gentlemen of the committee, my name 
is R. H. Farr. I am appearing in behalf of the American Butter 
Institute—a national trade association of butter manufacturers and 
distributors, with headquarters at 110 North Franklin Street, Chi- 
cago, Ill. Members of the American Butter Institute are located in 
over 40 States. Members process approximately 40 percent of the total 
creamery butter manufactured. ‘They distribute about 75 percent of 
all the creamery butter produced. 

There would be no butter surplus, except for changes that have 
taken place within the past 15 years. 

There would be no dairy surplus—or no farm problem—as far as 
dairying is concerned, except for what has happened to butter during 
that period. 

If butter had been able to sustain its prewar per capita consumption, 
we would actually have a milk shortage now. Gaining back just one- 
fourth of the per capita loss—just a little over 2 pounds per year, per 
person, would have wiped out the butter surplus last year. 

Now, we are not going to go into the economics or the causes of all 
of the harassment which butter took during the war. We only want 
to point out that during World War II the rationing system discrimi- 
nated against butter and favored oleo. 

Perhaps you have forgotten that the Government required substan- 
tial amounts of butter to be set aside for its use during 19438, 1944, and 
1945, reaching a peak of 55 percent of all butter produced in May and 
June of 1945. 

Price ceilings were set favoring marketing or production, as milk, 
rather than as gathered farm-separated cream. 

The last estimate we saw from the United States Department of Ag- 
riculture, showed an estimate of 17 billion pounds of milk a year, mar- 
keted in the form of gathered, farm-separated cream. 

There are a lot of these folks, 800,000 of them. 

Those folks are the backbone of the butter supply. 

Those folks are the ones who give you butter, when the other sources 
of production are diverted to more profitable markets. 

Those are the folks who cushion the shock for their neighbors who 
produce fluid milk and other forms of manufactured milk. 

These are the marginal producers. 

The surplus has not come from these folks but their market is being 
dest royed by it. 

The dairy industry needs a vigorous, prosperous butter business. 
The country needs the stability that the gathered-cream seller helps 
givetoafarm. It has been a source of grocery money for many years. 
Certainly it can only serve as a cushion for the whole industry if it is a 
healthy business. It cannot be a healthy business as long as the pres- 
ent surpluses are hanging over our heads and as long as the CCC con- 
tinues to pile up additional quantities. Our first problem is the dis- 
posal of surplus—the current surplus first. In the first 6 months of 











3536 LONG RANGE FARM PROGRAM 


this year we expect at least 125 million pounds greater butter produc- 
tion than for the corre sponding months of last year. 

Handling this year’s production will cause difficult physical prob- 
lems. Weare producing right now more butter per week than in 1942 
when we had nearly twice as many creameries as we now have. In 
addition, butter which must be produced for sale to CCC requires 
far more delay in movement and requires far more cooler and freezer 
space than is needed for regular trade output. Getting current sur- 
P us production into current consumption is the major problem before 

s today. 

Almost 9 months ago the major segments of the butter-manufactur- 
ing industry recommended a so-called purchase-resale or rollback 
plan designed to encourage the consumption of butter and avoid the 
continuing Government purchases. 

Even though the language of the Agriculture Act of 1949 did not 
specifically prohibit this type of program, it was the consensus of opin- 
ion of administration officials in Agriculture, that this was contrary to 
the intent of Congress. Accordingly, we concur in and support ‘the 
change proposed by a preceding witness to change title II, section 
201 (c) of the Agriculture Act of 1949 as outlined by Mr. O. M. Reed. 
Such a change will permit the purchase-resale or rollback type of oper- 
ation os recommended. The announced support level for the 1950 
crop year plus a 15-cent-per-pound rollback on all butter including in- 
ventories would result in an approximate retail price decline of 23 cents 
per pound. 

Under this reeommended program, dairy farmers would continue to 
receive their cuaranteed support prices announced by the United 
States Department of Agriculture. 

Once in operation, the Government would merely reimburse the 
butter manufacturer for the amount of the rollback based upon accu- 
rate and properly certified production reports. 

The rollback plan is proposed as a temporary expedient to be con- 
tinued only until Government stocks are liqu idated. At such time 
the subsidy would be reduced as market prices rose to the support 
level. 

Gentlemen, I want to thank you for the courtesy of permitting 
me to appear before you, and if there are any questions I can answer 
them now or later. 

Mr. Anpresen. May I ask one question ? 

The CHarrmMan. Without objection. 

Mr. Anpresen. Under the rollback plan payment will be made to 
the processor ¢ 

Mr. Farr. That is our understanding. 

Mr. Anpresen. And not to the producer ? 

Mr. Farr. And not to the producer. 

Mr. Anpresen. Would the payment to the processor be reflected 
back to the producer ¢ 

Mr. Farr. We believe competition would force that, yes. 

Mr. Anpresen. Thank you. 

The Cuarman. We thank you very much, Mr. Farr. The next 
witness will be Mr. E. W. Gaumnitz. 


LONG RANGE FARM PROGRAM 3537 


STATEMENT OF E. W. GAUMNITZ, EXECUTIVE SECRETARY, 
NATIONAL CHEESE INSTITUTE, INC. 


Mr. Gaumnirz. My name is E. W. Gaumnitz. I am executive see- 
retary of the National Cheese Institute with offices at 110 North Frank 
lin Street, Chicago, Ll. 

Mr. Chairman, with your permission I will skip most of this state- 
ment if you will permit me to file it. I will only refer to certain 
paragraphs of the statement. 

The Cuamman. That will be all right and your entire statement 
will be made a part of the record. 

Mr. Gaumnirz. The principal point I would like to leave with the 
committee is the fact that at the present time the Government holds 
around 350 million pounds of Cheddar cheese. That is a quantity 
about equal to one-half of the total cor sumption of Cheddar cheese 
ina year. Under a continuation of the support levels previously 1 
existence it Is practh ally certain that as of March 31, 1955, there would 
probably be in Government hands something over 600 million pounds 
of cheese. Under any orderly method of dusposition that will take 


years to move. We do not know for certaln how long ( heese could be 
held, but we do urge that the ¢ ongres follow the suggestion made by 
Mr. Reed, particularly ‘ and make available to the Secretary additional 


methods of disposal. 

think it is clear that any method of disposal which involves the 
maintenance of present prices to producers and lower prices to con 
sumers 1s going to cost re The alternatives seem cl ar. Kither 
consumer prices have to be reduced or there will be a pileup of 
products. 

We have estimated that under the recent announcement of the Sec- 
retary, probably consumption will be increased for all dairy products, 
including milk, by 2.5 billion pounds. However, the Department 
estimates there will be an increase in production this year by about 
} billion pounds. So that even under the presently announced pro 
gram, there will be some further increase in stocks of products held 
by the Government unless additional methods of disposal are worked 
out. 

Many disposal] methods have bee ‘nh considered, and we have con 
ferred with various groups in regard to these methods. We believe 
the most direct and the most effective and probably also the least 
expensive method was that suggested by Mr. Reed and also by Mr. 
Farr. 

The other point that I would like to make is with reference to sec- 
tion 22. As has been indicated, section 22 as far as the regulations 
relate to particular dairy products, has been reasonably satisfactory. 
However, your attention is directed to the fact that restrictions under 
section 22 do not apply to all dairy products; they do not apply to 
all varieties of cheese; they apply to particular varieties. Chey do 
not protect whey which is a part of the cheese business. Dr. Sprague, 
who will appear later, will review the whey situation, which is very 
serious, and it is a part of the cheese business. 

We would partic ularly urge that the committee provide or enable 
the Secret: iry to have additional methods of disposal of produc ts in 
his discretion. It is difficult to spell out in great detail a particular 
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method, because probably the method to be used in one year would be 
dependent somewhat upon the size or quantity of the product to 
be moved. If it were very small, school lunch might take care of it. 
If the volume were very large, other programs would need to be used. 

Under the circumstances we can see no alternative but to work out 
some method of lowering prices toconsumers. As has been indicated, 
the industry has made every effort to increase sales by advertising, 
sales promotion, and the like and probaby those efforts are reasonably 
successful. They cannot be expected, however, to move the volume 
we have been talking about in a year or 2 years or even 5 years. There 
need to be additional methods of disposal worked out, and therefore 
we will support the particular proposal made by Mr. Reed by way 
of enabling the Secretary to institute a program involving the pur- 
chase-resale or rollback type of operation. I think, Mr. Chairman, 
that is all I care to say. 

Mr. AnpreseN. Mr. Chairman, may I ask one question ? 

The CHarrmMan. Without objection. 

Mr. Anpresen. I received several letters to the effect that the Gov- 
ernment only buys No. 1 cheddar cheese, and I am also told that there 
is a No. 2 cheddar cheese that is being produced and is on the market 
and is rapidly taking the place of the better-quality cheese, and that 
the No. 2 is sold in trade at lower prices. Is there anything to that? 

Mr. Gaumnirz. Yes; there is some basis for that. I think this 
would be about the situation: The percentage of total cheese repre- 
sented by grades other than No. 1 has probably been decreasing, but 
the actual volume, because of the large increase in total cheese pro- 
duction, of cheeses other than No. 1 may be larger. 

When we say No. 2 cheese, that does not mean there is anything 
wrong with the cheese. The Government, in purchasing, knowing it 
is likely to have to hold the cheese for some time, will be very careful 
that the paraffin is just right and so on. The cheese is graded for 
things of that kind which have nothing to do with the internal quality. 

Mr. AnpreseN. Well, I remember what happened with potatoes. 
The Government destroyed the No. 1 potatoes, and sold the lower- 
grade potatoes in the market. 

Mr. Gaumnitz. I do not think that is quite a comparable deal. 

Mr. AnpreseN. That is all, Mr. Chairman. 

The Cruarrman. Thank you very much, Mr. Gaumnitz, for your 
statement. 

Mr. Gaumnirz. Thank you. 

(The statement of Mr. Gaumnitz is as follows:) 

NATIONAL CHEESE INSTITUTE, INC., 
Chicago 6, Ill., March 11, 1954. 


Hon. Ciirrorp R. Hope, 
Chairman, House Committee on Agriculture, 
Washington, D. C, 

Dear Str: My name is BE. W. Gaumnitz. I am executive secretary of the 
National Cheese Institute with offices at 110 North Franklin Street, Chicago, Ill. 

The National Cheese Institute is a nonprofit corporation whose members in- 
clude manufacturers of cheese and process cheese, and assemblers, wholesalers 
and distributors of all types of cheese. Its members manufacture over 50 percent 
of the cheese produced in the United States and distribute between 80 and 90 
percent of all the cheese distributed in the United States. 

The National Cheese Institute is concerned about the growing stocks of cheese 
and other dairy products under the Government price- support program. It is 
also concerned about the situation which has developed in whey. Total stocks 
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of cheese, as well as stocks of butter and nonfat dry milk solids, are at record 
levels for this time of year. These record stocks have come about even though 
apparently every effort has been made to dispose of Government stocks by utiliz- 
ing various noncommercial outlets such as school lunch and domestic and foreign 
relief outlets. In addition, there has been increased industry effort on advertis- 
ing and sales. 

Several changes in the law are recommended : 

(1) Modification so as to authorize disposition of excessive stocks at reduced 
prices to consumers, such authorization to be for 1 year. 

(2) Clarification regarding imports of products competing with price supported 
commodities. This clarification should go not only to certain varieties of cheese, 
but also to products competing with whey. 

Milk production during the year beginning April 1, 1954, will probably be above 
that of the current year. With a continuation of present dairy price supports 
through the 1954-55 crop year and assuming weather conditions approximating 
normal and with no additional outlets for dairy products, we had estimated that 
storage holdings of cheese as of March 31, 1955, might exceed 600 million pounds, 
an amount equal to more than two-thirds of a year’s United States consumption. 
Similarly large holdings of butter and nontat dry milk solids were also 
anticipated. 

It should be noted also that most of the cheese held by the Government will 
need to be used in processing because of such factors as color, style (size and 
shape), and flavor. 

Under the recent announcement of the Secretary of Agriculture regarding milk 
and butterfat price supports for the year beginning April 1, 1954, increased sales 
approximating 2.5 billion pounds of milk, on a milk equivalent basis, may be ex- 
pected. Such an increase in sales, if realized, might offset anticipated milk pro- 
duction increases. However, these are estimates and we anticipate further ac- 
cumulation of stocks during 1954-55. Very apparently, if production increases 
more than anticipated or consumption does not increase as anticipated, stocks will 
again increase. In any event, it does not appear that Government holdings will 
be decreased if conditions are relatively normal. 

It is, therefore, recommended that authority be provided on a 1 year basis 
for the sale to consumers of dairy commodities at prices less than retiected sup- 
port prices as announced. Several methods of accomplishing such an end have 
been proposed. We do not advocate a particular method but wish to emphasize 
that the various proposals differ materially as to their effects as between end 
products of milk and butterfat. 

In this connection it is to be noted that a reduction in consumer prices for the 
commodities under price support, such as butter and cheddar cheese, means that 
the reduction would apply to that part of milk which accounts for about 35 per- 
cent of total sales of all dairy products. Price reductions to consumers which 
affect all dairy products are of course more effective in moving milk into consump- 
tion since the basis is broader. 

The situation regarding whey will be presented more fully by one of my col- 
leagues. We have reviewed his formal statement. That statement sets forth 
the situation, as we understand it, and we endorse the recommendations con- 
tained therein. 

Some of the consideration leading to these conclusions are the following: 

(1) Farm production of milk in the United States in 1952 is estimated as 115.1 
billion pounds. Production ranged from 114.8 billion to 116.6 billion pounds in 
the years 1949 to 1952. In 1953 production at 121.2 billion pounds exceeded that 
of 1952 in every month during the year (see attached table). In view of the 
increased milk cow numbers, some reduction in farm income, and restricted basic 
crop acreage, it is anticipated that 1954 milk production will exceed that of 1953. 
As of January 1, 1954, the United States Department of Agriculture estimated 
that milk cow numbers as of that date were approximately 22.3 million or 3 
percent above numbers a year earlier. 

The United States Department of Agriculture Report, The Dairy Situation 
(September—October 1953 issue), noted that there are several factors which will 
tend to bring about a further increase in milk cow numbers including the fol- 
lowing: “(1) The drop in realized net income from farming may cause farmers 
to shift to milk production in an attempt to maintain cash receipts; (2) supplies 
of both roughages and feed concentrates are large for the foreseeable future; (3) 
acreage shifted to grasses and pasture out of cotton and grain will tend to result 
in some increase in the number of milk cows and in total milk production.” 
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It is also stated in that same report that “in past periods when the number 
of milk cows on farms increased, the average rate of milk production per cow 
usually declined somewhat. However, present conditions suggest that this may 
not occur in the next few years. These conditions include the growing use of 
irtificial insemination for dairy cows, the heavy culling of recent years and the 

ree backlog of young stock on farms now, which are presumably or substantially 
better quality than in past years.” 

(2) Commercial sales of dairy products on the basis of recently announced 

ipport prices are likely to increase in the next 12 months. It is difficult to 
estimate the magnitude of the increase. We have estimated that the increase 
might approximate 2.5 billion pounds, on a milk equivalent basis. 

3) A large part of the increased milk production of 1953 appears in increased 
production and stocks of the prices supported commodities—butter, cheese, and 
nonfat dry milk solids. The attached table shows the production of milk, cheese, 
Lutter, and nonfat dry milk solids in 1952 and during January to December 1953. 
In the year of 1953, a 5-percent increase in milk production was accompanied by 
a 15-percent increase in American cheese production, a 20-percent increase in 
butter production and a 39-percent increase in nonfat dry milk solids production. 

of the nonfat dry milk solids increase undoubtedly resulted from a further 

ift from the delivery of farm separated cream to the delivery of whole milk. ) 

t) Government price support purchases of cheese, butter and nonfat dry 
milk solids prior to 1953, while of considerable magnitude in 1949 and 1950 in 
the case of butter and in 1950 in the case of cheese, were very large in the case of 
nonfat dry milk solids in both 1949 and 1950. At that time disposal was less 
serious, With a large part of the butter being resold commercially, a large part of 
the cheese being disposed of through negotiated export sales and donations to 
domestic welfare agencies, and with the bulk of the nonfat dry milk solids being 
disposed of through negotiated export sales and donations for foreign welfare 
With inereasing dairy product production throughout most of the important 
milk-producing countries of the world the possibility of material exports, under 
iny likely programs, now appears remote. 

(5) Stocks of price supported dairy products as of March 31, 1953, were abnor 
mally high (see table) with the excess in Government hands. At that time, the 
Government stocks of cheese and butter, as reported in the United States Cold 

‘ Report, amounted to only 43 and 100 million pounds, respectively. As 
of January 31, 1954, Government held stocks of cheese and butter, as reported in 
the same report, had increased to 236 and 251 million pounds respectively. (It 
should be noted that these stock data are from the United States Cold Storage 
Report. Total Government holdings as of that date were actually somewhat 
arger., ) 

(6) Industry has intensified its efforts to dispose of additional stocks. These 
efforts are being expanded. Over a 20-year period total domestic cheese con 
sumption has been expanding at the rate of about 37 million pounds per year 
ind American cheese consumption has been expanding at the rate of about 25 
million pounds per year. On a per capita basis total cheese consumption Over a 
20-year period has increased about 0.15 of a pound per year. Under free-market 
conditions it is reasonable to expect that such expansion might continue. How 
ever, such expansion under artificially high consumer prices cannot be antici 
pated 

(7) Price supports at artificial levels, which are subject to modification without 
reference to market conditions, discourage normal curing operations. T".s in 
turn reduces consumption because cheese of the desired cure is not available. 

(8) Several methods of accomplishing a reduction in consumer prices and yet 
returning a given percentage of parity to producers have been advocated. Limited 
authority should be provided for such a program. There are material differences 
between these proposed methods. In general, methods which involve subsidies 
on all milk and butterfat sold from farms, whether such subsidies be handled 
as direct producer payments or payments through first handlers are broadest 
in character and have less adverse effect as between products. This is particularly 
important as between the different varieties of cheese. Subsidies which relate 
only to one or more of the price supported commodities, would result in consumer 
price reductions restricted to the particular commodities. This would mean, in 
the case of butter and cheese, that such a program would relate to products 















LONG RANGE FARM PROGRAM 3541 


accounting for only about 35 percent of total United States consumption of dairy 
products. Obviously, a program covering all milk products would be more 
effective in increasing total consumption, 

Respectfully submitted. 

Executive Secretary. 
STATE OF ILLINOIS, 
County of Cook, ss: 
Subscribed and sworn to before me this 11th day of March A. D. 1954 


Notary Public 


United States production of specified dairy products, by months, 1952 and 1958 








In millions of pounds 
Amer 1 ( imery N 1 Milk i is 
: A COESE ‘ } } j 
Pest . poun 
Month 
952 19 1952 ) 52 ) 52 ) } 
Janua 16,2 8.4 9. 2 87. { 78.7 6.0 14.8 ~ 8.2 g.8 
l 4 ) 7( g ) 8 8 g x ¢ 
M h 5.9 85. 0 1 9 122. ¢ | 2 4 1 
AT 2.5 #2. ¢ 0. 4 s 102 134.0 ~t 29. ¢ ) 
May i 118. ¢ ? 49.1 156. ¢ ) 1.8 1 6 
Tine 108. 2 121. ¢ l 151.4 28.0 1 0 117.9 144 l } 
J l 2 117 128 138.1 s ) 18 6 
Augu 83. 2 88. 7 Lif 114 ! 7 19 } ) lt 0.¢ 
t f { 7.0 ) ) ‘ ) ) 
October 61.9 61.4 87.8 s 8 12.4 45.7 65. 2 8.7 8.9 
ember 8 2 6.6 t 7 ) 18 8 68 ) R 4 
ECE ber 4 t 2 82.6 2 04.6 108, 2 66. 1 44, 2 | x 9 
rotal S4Y.8 974. 2 1 297.9 |1, 188.2 |1, 424.9 st 4 20M 2 1.2 
Does not include cottage, pot, and bakers chee 
source: Compiled from reports of the 1 3S. Department of Agriculture 


United States end of month cold-storage holdings of butter and cheese, specified 
dates, 1951-54 








Int ions of pou 
Jan. 31 M t. 30 
Pr ct and year 
Gover crovern- ‘ (rovern- ‘ ' 
coed Other Total ee Other I 1 aaa Other Total 
Cheddar cheese 
195] g.8 146.3 1 8 129.9 ) 2 238.3 239. 5 
152 2 Ht sS 4 132.4 i$. 8 2. 6 28.9 231.5 
153 2 W) 4.3 4 158 201.4 240.9 1s $26.4 
1954 235. 6 159. 9 399 ‘ 
Butter 
951 26. £ 48.7 7 s 27. € 33.4 2.9 t 3.5 
1952 2.0 11.9 9 18 t ) t 11.3 
1953 42.2 43 s W, 2 6 132.8 279 43. ¢ $25. 1 
1954 251.3 42 203.8 
Source: Compiled from U. 8. Department of Agriculture Cold Storage Report Government holdings 
as reported in the cold-storage report are less than total stocks the Government, as reported else 
where 
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U. 8S. Department of Agriculture price-support purchases of dairy products, by 
months, April 1952 to date 





{In millions of pounds] 













Cheddar cheese ! Butter Nonfat dry milk solids 







Month — - - —————— — 
1957-53 1953-54 1952-53 1953-54 1952—5¢ 1953-54 
































April 27.2 25. 2 2.8 46, 2 
May : 33. 1 42.3 5.7 74.3 
June 0.9 40.8 66.8 7.8 4.4 
July 10.4 44.6 50.3 7.9 67.6 
August 4.0 30. 4 28.1 3.9 47.1 
september 24.2 3.8 5.3 34.9 
October 7.0 x 4.1 20.3 
November 4.3 0.4 3.2 4.0 17.1 
December 7 6.5 15.7 10.5 10.2 34.8 
January 9.0 23.1 36. 2 28. 9 29.6 54.7 ‘s 
rebruary 17.9 33. 1 38. 6 33. 9 42.7 55.3 
March 45.6 52.5 86.6 

otal ‘4 89.5 143.3 ; 3 210.4 












1 Including purchases for school] lunch as follows: 10,200,000 pounds in July 1952; 3.990,000 pounds in * 
august 1953 

? Less than 500,000 pounds 

3 In addition 7,200,000 pounds were purchased in July 1952 for sec. 32 program. 
















Source: Data for 1952-53 compiled from mimeographed USDA Report ‘Purchases and Disposition of 
Dairy Products by USDA, Apr. 1, 1952-Mar. 31, 1953”’ (June 1953). Data for 1953-54 compiled from USDA 
Daily Market Reports. 


The Cuatrman. The next witness will be Mr. Robert J. Remaley, 
representing the American Dry Milk Institute. 


STATEMENT OF ROBERT J. REMALEY, DIRECTOR OF RESEARCH, 
AMERICAN DRY MILK INSTITUTE 


Mr. Remarey. Mr. Chairman, and members of the committee: 
My name is Robert J. Remaley. I am director of research of the 
American Dry Milk Institute, which is the national trade association 
of the manufacturers of dry milks. Our offices are at 221 North | 
La Salle Street, Chicago. The membership is made up of small, : 
medium, and large companies. Some of the member companies are 
cooperatives, some are family owned, and in others the stock is pub- 
licly held. | 

The statement I am about to make on behalf of the American Dry 
Milk Institute will be confined to one aspect of the commitee print of 
March 9, 1954, before you. 

I refer to section 204 of the proposed bill embodying an amendment 
to section 416 of the 1949 act which deals with the subject of disposal 
of Commodity Credit Corporation stocks. This limited presentation 
is due to the fact that our institute regards the problem presented by 
present and prospective inventories of nonfat dry milk solids as the * 
most pressing one facing the industry. 

Commodity Credit Corporation—inventories of nonfat dry milk 
solids. On March 17, 1954, the Commodity Credit Corporation held in 
inventory 541,451,000 pounds of nonfat dry milk solids. This figure 
may be compared to 38,600,000 pounds at the close of 1952, 45,215,000 
pounds for 1951, and 203,700,000 pounds on December 29, 1950. 

This inventory built up during the calendar year of 1953 is closely 
correlated with total fluid-milk production during 1953. A new 
record for fluid-milk production was set in 1953—approximately a 
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production of 121.219 billion pounds, which is 5.22 percent over the 
total milk production of 1952. Production for each month in 1953 
exceeded the production for each corresponding month in 1952. 

There are a number of explanations for this new record for milk 
production, and a few may be enumer: ated—moder: ate weather, ample 
feed supplies, heavier production per cow; increased number of cows 
in milking strings; improved management ; less culling, due to low 
prices for cutter and canner cows; fewer heifers sold for veal, and a 
comparatively unprofitable sheep and cattle market. 

Inventories of nonfat dry milk solids expect to increase. 

During 1954 the present holdings of almost 550 million pounds of 
nonfat dry-milk solids is expected to increase to between 800 million 
pounds and 1 billion pounds. From now until the peak of the flush, 
milk production off farms is expected to remain ata high level. If an 
extensive and devastating drought is not experienced next summer, 
total milk production during 1954 is expected to remain high, which 
means excessive production of nonfat dry-milk solids. As a matter 
of fact, the forecast of the Department of Agriculture is that 124 
billion pounds of milk will be produced in 1954. 

Why does industry continue to dry while surpluses exist ? 

A dairy plant is obligated to its producers to take all of the milk 
they deliver to the plant. To understand the problem of the dry-milk 
industry, assume that all of the milk delivered in the United States 
were to be delivered to a single dairy plant. The first requirement is 
for bottled milk and other fresh dairy products. This will use about 
DU percent of the total. - cream will use about 9 percent. The re- 
mainder of the milk must be processed into storage forms of milk. 
Cheese, evaporated milk, and other whole-milk products normally use 
about 25 percent, leaving about 16 percent from which is produced 
butter and nofat dry-milk solids. 

When a surplus of milk occurs, the surplus is concentrated in the 
storage forms of milk. This milk must be processed and stored. It 
cannot and must not be thrown away. Hence, the dry-milk indus- 
try has no alternative but to dry the separated portion of the milk 
which was produced. 

There has been over the past 20 years, as some of you are aware, 
an increasingly larger proportion of the whole milk produced on 
farms delivered to plants. Whereas in 1935, 35 percent of the milk 
produced was separated at the farm and only the cream shipped 
to market, the skim milk either thrown away or fed to animals, now 
less than 15 percent is farm separated. This trend is expected to 
continue, which will further aggravate the problem. 

What has the industry done to increase domestic commercial sales? 

Since 1949 and through 1952 the dry-milk industry has accom 
plished an exceptional job of developing and expanding its commer 
cial domestic markets. These sales have increased approximately 10 
percent per year during the years mentioned. In 1949 domestic sales 
were 465.6 million pounds, and the peak year was 1952 with 690.1 
million pounds sold In 1953 the present estimate is 610 million 
pounds, which is the first decrease the industry has experienced since 
possibly 1949 

Why did commercial sales decrease in 1953 ? 

Although there are several minor reasons, it is the consensus that 
the main cause was these large Government holdings. In 1952 there 
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were evidences of our customers increasing inventories because of 
the belief that the price of nonfat dry milk solids would be increased 
during the 1953-54 support program. This in part accounts for 
the 15-percent increase in sales in 1952 and the decrease in 1953. 
However, the greatest detriment to sales in 1953 was the larger in- 
ventories held by Commodity Credit Corporation which are not con- 
ducive to increased sales and utilization in the domestic market. 
There is a tendency to hold back on present utilization and new-use 
expansion, in expectation of a future price advantage. The pipelines 
to commercial users are partis ally depleted under such conditions. 

What is the potential domestic mani ¢ 

The dry-milk industry believes that its goal of selling a billion 
younds of nonfat dry-milk solids annually in the United States will 
be realized within the next few years. During 1953 the industry sold 
commercially as much product as was produced during the peak pro- 
eieg year of the war years. If production had increased gradu- 
ally at a rate of only 10 percent per year, the industry could have 
edad markets to absorb this increased production. However, 
during 1953, the production of nonfat dry-milk solids increased about 
410 percent. T his tremendous increase exceeded the industry’s capa- 
bilities and personnel to expand markets, especially when heavy in- 
ventories were pinning the industry down. 

The existence of this large amount of nonfat dry-milk solids in 
Government inventory and the necessity for reducing this inventory 
to the best advantage to the greatest number, present a serious prob- 
lem of concern to the taxpayer, the dry-milk industry, and the Gov- 
ernment. 

Any program to solve this inventory problem should (1) reduce 
the accumulation of additional inventories, and (2) reduce the amount 
of inventory now on hand. 

How can we reduce CCC inventories of nonfat dry-milk solids? 

Three general procedures for reducing these stocks are: 

a. Selling back into commercial channels at (1) support prices, 

- (2) gre: atly reduced prices. 

” (b) Selling in export at current export price. 

(c) Disposing to foreign countries at a greatly reduced price or on 
a gift basis. 

Neither of the first two procedures will solve the problem. 

The industry has no need for these stocks of nonfat dry-milk solids 
at any price at this time. The domestic economy does not and will 
not in the foreseeable future require these holdings. The selling of 
these inventories into the domestic economy at reduced prices would 
require the Commodity Credit Corporation to purchase like amounts 
at support prices. 

In regard to the selling of nonfat dry-milk solids into export at 
current export prices, it can be definitely stated that if such a market 
existed industry would have gladly availed itself of this outlet. 

There is only one solution. 

Inventories of nonfat dry-milk solids should be reduced by dispo- 
sition into foreign countries at greatly reduced prices or on a gift 
basis. 

But such a simple statement of the solution is inadequate and un- 
realistic. A number of things must be carefully considered, and there 
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must be careful planning of procedures and great care in execution 
if any plan is to work and yield all possible advantages. 

If a plan is well formulated and efficiently exec uted, tremendous 
good will would result for the United States. An outstanding ex- 
ample of this fact was the wonderful success of food distribution into 
East Germany. 

The plan: 

The American Dry Milk Institute realized thit there are several 
methods of disposing of the products abroad. But we are of the 
opinion that the most efficient and realistic plan to dispose of this 
surplus in such quantities and within such time as to be effective is 
one which would make the product available on a gift basis. 

We propose that the surpluses of nonfat dry-milk solids be made 
available in suitable form to a Federal agency for distribution in a 
few carefully selected foreign countries, which hold promise of be- 
coming commercial outlets. 


1. SELECTION OF RECIPIENT FOREIGN COUNTRIES 


In the disposition of nonfat dry-milk solids into foreign countries, 
the recipient countries should be those that have never been an his- 
torical market for significant amounts of nonfat dry-milk solids from 
any country that exports dairy products. The countries selected 
should be those that are definitely known to have a deficient milk 
supply. 

Adherence to such a basis of selection should remove any opposi- 
tion from those concerned with international relations and should 
cause no legitimate complaint from competitive dairy export countries. 

The countries selected should be from those which do not have suffi- 
cient food supplies and have not used milk and its products in their 
diets; but which may well become commercial outlets following 
planned distribution including education in the use of the product. 

Countries should be selected which have existing facilities for dis- 
tribution of the product or in which such facilities could be readily 
established. 

Many of these countries are part of the free world and are included 
in the vast populated areas of the Far East, Africa, and the Middle 
east; for example, Iran, Iraq, Greece, Israel, Pakistan. These are 
simply examples and not intended to be exclusive. 

These countries do not have sufficient foreign exchange to purchase 
milk at world prices, yet their malnourished populations are in need 
of nutritious foods such as nonfat dry milk solids. 


2. THE NONFAT DRY-MILK SOLIDS SHOULD BE REPACKAGED 


The inventories of Commodity Credit Corporation are almost 
entirely in units of 200 pounds. For the most part this product 
should be repackaged in small family-size packages easily usable 
and storable in the home. 

In order that the plan be effective: 

(a) Only extra grade spray process nonfat dry milk solids should 
be repackaged ; 

(5) Instructions as to proper use of the contents should be printed 
in the language of the recipient country ; 
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(c) The label should show that the contents originated in the 
United States. 

It is realized that some countries could have a bulk-pack program 
for distribution to mass-feeding groups, such as displaced-persons 
camps, hospitals, government instituticns, and for reliquefication in 
reconstitution plants for direct distribution to the public. 













REPRESENTATIVES 





STATES FOREIGN 





UNITED 





3. COOPERATION OF 





Those United States representatives in the field of foreign opera- 
tions and relations should be directed to aid the success of such a 
distribution program and contribute to the health and well-being of 
the population in the country to which they are assigned by— 

(a) Securing cooperation from the Government and its interested 
departments in the foreign country of their assignment. 

(4) Aiding educational programs as to the need and proper use 
of the product. 

(ce) Making the proper distribution and utilization of the products 
received one of their major projects. 

Legislation needed: 

The American Dry Milk Institute believes that those in the execu- 
tive branch of the Government who have responsibility in the matter 
of disposal are fully aware of the necessity for action. 

We are not as intimately familiar with what has been done to date 
as are people in the Department of Agriculture and the Foreign 
Operations Administration. 

It is our information that the disposal programs now in effect 
have been responsible for removing about 200 million pounds in the 
last 12 months. These programs, even if continued at the rate at 
which these disposals have been effected, are not of the magnitude 
to solve the problem. 

Our concern is that the job be done effectively, efficiently, and 
economically. It is our belief that Federal agencies can comple- 
ment private organizations in the assistance of needy persons out- 
side the United States and should therefore be permitted to distribute 
surplus commodities. 

The amendment to section 416 contained in the committee print 
provides that upon application the Commodity Credit Corporation 
is authorizd to make such commodities available to any Federal agency 
for use in making payment for commodities not produced in the 
United States. We believe that Commodity Credit Corporation 
should also be authorized to make such commodities available to a 
Federal agency for use in the assistance of needy persons outside 
of the United States. Accordingly, we would suggest that on line 13, 
after the word “organizations,” there be inserted the words “or any 
Federal agency.” : 

The amendment to section 416 also provides for the authority to 
Commodity Credit Corporation to pay certain processing, packaging, 
and transportation charges. This is an essential feature of the amend- 
ment, since the proposed program which will remove substantial 
amounts of nonfat dry-milk solids would not have been possible unless 
such charges were authorized. However, to make the program com- 
pletely effective, the section should also be amended to permit the 
payment of ocean freight by substituting for the words “free along- 
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side ship or free on board at export carrier point of export” the words 
“to countries of destination.” 

There is attached to our filed statement a revision of section 204 (a) 
of the committee print embodying our recommendation and some 
statistical tables which should be of interest to the committee in con- 
sidering this problem. 

Thank you. 

The Cuamman. Thank you very much, Mr. Remaley. Do you 
want all of your statement, including the tables and suggested draft 
of legislation, made a part of the record ¢ 

Mr. Rematry. Yes, sir; if I may, sir. 

The Cuamman. Without objection, that will be done. 

(The information is as follows:) 


PROPOSED AMENDMENT TO SECTION 204 (A) OF THE COMMITTEE PRINT 
oF Marcu 9, 1954 


Sec. 204. (a) Section 416 of the Agricultural Act of 1949, as amended (7 
U.S. C. 1481), is amended to read as follows: 

“Sec. 416. In order to prevent the waste of food commodities acquired through 
price-support operations by the Commodity Credit Corporation which are found 
to be in danger of loss through deterioration or spoilage before they can be dis- 
posed of in normal domestic channels without impairment of the price-support 
program, the Commodity Credit Corporation is authorized, on such terms and 
under such regulations as the Secretary may deem in the public interest: (1) 
Upon application, to make such commodities available to any Federal agency for 
use in making payment for commodities not produced in the United States; 
(2) to donate such commodities to the Bureau of Indian Affairs and to such 
State agency or State agencies as may be designated by proper State authority 
and approved by the Secretary, for use in nonprofit school-lunch programs, in the 
assistance of needy persons, and in State penal and corrective institutions; and 
(3) to donate any such commodities in excess of anticipated disposition under 
(1) and (2) above to United States private welfare organizations or any Federal 
agencies for use in the assistance of needy persons outside the United States. 
The Commodity Credit Corporation may pay, with respect to commodities dis- 
posed of under this section, processing, packaging, transporting, handling, and 
other charges accruing up to the time of their delivery to a Federal agency or to 
the designated State agency, in the case of commodities made available for use 
within the United States, or their delivery to countries of destination, in the 
case of commodities made available for use outside the United States. For the 
purposes of this section, the terms ‘State’ and ‘United States’ include the District 
of Columbia and any Territory or possession of the United States.” 


CCC inventory *—January 1, 1950 to 1954, inclusive, including latest 
figures available 


Date: 4mount 
Dec. 29, 1950__- wee : Pe ‘ 3 $203, 700, 000 
Dec, 28, 1951 —_ - $5, 215, 000 
Dee. 26, 1952 aaa 3 ; ‘ ; 7 38, 600, 000 
Dec. 31, 1953 is ia ; 132, 269, 968 
Mar. 3, 1954 eee ; _ 508, 700, 000 





1 Weekly communications from Commodity Stabilization Service, U. S. Department of 
Agriculture. 
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Exports of nonfat dry milk solids, 1952, by countries ' 






Country of destination: Quantity | Country of destination—Con Quantity 
Mexico_____ 10, 787, 559 Nicaragua 115, 925 
Cuba 1, 924, 530 | Panama 130, TS5 
Philippine Republic 491, 730 | Greece 1, 763, 680 
depen... <.~<« 9, 892, 943 Indonesia 111, 760 
Canada-_-_-_-_- 67, 500 Guatemala 1, 194, 475 
Venezuela 397, 561 Haiti 1, OSO 
rely. =... 219, O45 Dominican Republic 20, 250 
Yugoslavia 2, 865, 562 Netherlands Antilles $1,175 
Lebanon 3, 206, 387 Tran 2, 400 
Israel Palestine 20, 100, S95 Philippines 42, 060 
Poa... 385, 641 | Korea_. 506, 200 
Chili__- : 149, 625 | Other countries 3, 197, 250 
Brazil... 1, 251, 150 | - 
India__-. ; . 1,002,710 Total__ 59, 917, 128 
Honduras__-__-_- S4, 250 


1’. S. Department of Commerce, United States Exports of Domestic and Foreign Mer- 
chandise, Rept. No. 410, pt. 1 


The CHatrMan. The next witness is Dr. Gordon W. Sprague, rep- 
resenting the Western Condensing Co. 


STATEMENT OF GORDON W. SPRAGUE, REPRESENTING THE 
WESTERN CONDENSING CO. 


Mr. Spracve. I want to thank you gentlemen for sitting here and 
listening to this story which we have to tell. 

My name is Gordon W. Sprague. I work for the Western Con- 
densing Co. This company has offices in California and Wisconsin, 
and I live in Appleton, Wis. 

The Western Condensing Co., in common with many other organi- 
zations, buys whey from cheesemakers. ‘They remove about 9314 
pounds of water from every 100 pounds of whey they buy, and manu- 
facture the product which is remaining into both animal feed and 
human food. 

We have in our files today the names and addresses of 92 companies 
who are in the same business. These 92 companies operate 196 plants. 
One of our products is milk sugar. 

This statement we are making today :s to show that whey is a 
dairy product, and we are asking the Congress to take appropriate 
action to identify whey as a dairy product. 

We also need protection from the Government-owned inventories 
of nonfat dry milk solids that are threatening to invade our markets. 

Now, a lot of water has gone over the dam since this statement was 
prepared some 2 weeks ago. On March 20 the leading publication of 
the feed industry came out with this headline, which says: 

Feed Use of Milk Surplus Proposed. USDA Weighs Plan to Sell Dried 
Products at Low Price. 

The proposal is to take nonfat dry milk solids of both extra and 
standard grade—only the two human food grades—and return them 
to feed manufacturers at 3 cents a pound. 

Now, we had recommended either one of two proposals. One we 
believe is necessary if a support-price program is to be effectuated. 
That proposal was that the products of whey should be given the same 
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treatment as the products of skim milk. Logically that follows from 
the facts. 

Whey is a byproduct of cheese and must be utilized or disposed of 
in some manner, just as skim milk is a byproduct of milk used for 
butter. The two fall in exactly the same position. 

If the products of whey are not to have value then some other means 
must be devised to pay the farmer for milk. 

However, I would like this morning to suggest that we ignore these 
two proposals which were made and substitute one which is already 
set in the form of an amendment. which I think accomplishes the same 
result. This is an amendment to section 201 (c) of the Agricultural 
Act of 1949, to be amended by adding thereto the following: 

For the purposes of this section the products of whey shall be considered prod- 
ucts of milk. Any price-support operation under this program shall be conducted 
in a manner which will not demoralize or interefere with the production and 
marketing of the products of whey. 

Mr. Anpresen. Will you leave that proposed amendment with the 
clerk of the committee ? 

Mr. Spracue. I will see that you have copies of it. I should like to 
have some more prepared, but I will see you have copies of it. 

The Cuarrman. Let us be sure we have one in the record, in any 
event. 

Mr. Sprague. All right. I will be sure that is taken care of. Thank 
you. 

(For amendment referred to, see prepared statement at end of Mr. 
Sprague’s testimony.) 

Now, the time is late. I am not going to read this statement. I am 
going to hit 2 or 3 parts of it. 

One thing that you startled me with this morning, Congressman 
Andresen, was when you proposed that this milk might be left on the 
farm. 

Mr. Anpresen. I did not propose that. 

Mr. Sprague. I know you did not. 

Mr. Anpresen. I asked the question if that could be done. 

Mr. Spracur. I want to answer that question from my own point 
of view right now. 

In the years when that happened I was a farmer in Minnesota. We 
had on those farms of that day a few cows, a few pigs, a few beef 
animals, and we raised a little corn and we had some oats and might 
have had some wheat. It was recommended to us in those days that 
we diversify our farming, and we followed those recommendations, 
because it was a good idea. 

That is a time of the past. I live up in Wisconsin now. What we 
find is a dairy farm with 20 cows or more. In other parts of the State 
they raise some corn, but not up in the dairy section. There used to 
be some pigs on thuse farms. Now there will be only 2 or 3 pigs, which 
the farmer keeps in order to have some pork next winter, when he will 
butcher them. The flock of pigs which used to be there is not there 
any more, 

The man who is in the corn business wants all of his land in corn. 
He wants tractors and cultivators and power equipment. He 
specializes. 
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We have moved to an age of specialization. These outlets for many 
products on the farm which we used to have do not show up that way 
any more. 

I believe there are places in western Minnesota where there used 
to be cows in the barns, and the barns are up there without anything 
in them, although they may have some turkeys in them now. 

Mr. Anpresen. What you say about Wisconsin is not true in my 
area. 

Mr. Spracur. I think that probably is correct. Down around Red 
Wing it is different. That is still a small farm diversified area. In 
the western part of the State the change has been terrific, and in the 
north half of Wisconsin, and in New York. 

Mr. Anpresen. The reason for that is probably because of the fact 
that we have had a reasonably good support price for corn. It is 
good country. Even in my area they have gone into corn production 
and beef production and gotten away from dairy production. 

Mr. Spracur. You and I are prejudiced about that area, Congress- 
man. I think it is the best area in the United States. 

From Red Wing clear on down to Austin, in the southern part of 
the State. 

Well, we have estimated that out of a total production of milk for 
manufacturing, which amounts to about 50 billion pounds a year, at 
least 5 billion pounds, or 10 percent, will produce products manu- 
factured into whey. We submit to you if a softness develops in that 
big section of the market, there will be a softness in the whole support 
price structure. 

On page 8 of this report I have some numbers which support. that. 
These are prices taken from the books and records of one of the large 
cheese producers in the State of Wisconsin. They show that in De- 
cember 1952, the farmer received 7 cents per hundred pounds of milk 
in payment for the sale of whey which we purchased, we and others 
in the whey industry. In January of 1953 that had gone down to 
2.6 cents. As of June of last year it had gotten down to eight-tenths 
of a cent. 

There are a great many areas in the State now—and in other 
States—where that whey contributes no value at all. In some in- 
stances it has actually turned into a cost to the cheese manufacturer, 
because he can no longer utilize it. ‘That is, he has to pay for having 
it hauled away. 

In some other instances, where he will have to throw it in the stream, 
because he can find no other utilization for it, he will be forced to put 
in treatment facilities or go out of business. There are cheese fac- 
tories which have closed their doors because they have no way of 
financing treatment facilities to stop stream pollution. , 

All that that does is to throw more milk back into your other prod- 
ucts, and increase your problem of surpluses in another area, and at 
the same time reduce the support price which the farmer receives. 

Now I would like to briefly go over the problem as we see it, as a 
company. I shall start at the bottom of page 3. I will read this, and 
then I will stop. 

As we approach the new flush period for 1954, the price for dried 
whey is lower than at any time since 1942 and has been so far for the 
past 11 months. But this price has not been low enough to clear 
supplies. 
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Manufacturing and distribution costs since the war have increased 
even though outlays for plant and equipment to check rising costs 
have been large and very effective. 

I want to explain that. Back before the war we could sell 100 
pounds of dry whey in a bag delivered anywhere in the Midwest at 
about 4 cents a pound, and we would still have at least our money left 
when we had made the transaction. As of today, when we start ‘look- 
ing over our cost increases, we find that such items as gasoline, labor, 
trucks, building equipment, and taxes have all more than doubled, 
but our break-even point has only gone up 50 percent. We are very 
proud of that. We are very proud of that and we thing we have 
discharged our obligation as an American corporation and ‘have done 
a good job. We can still sell that whey at 6 cents and have our money 
left, but we cannot do very much better than that. 

Mr. Anpresen. In other words, if you get the whey for nothing you 
are still losing money ¢ 

Mr. Spracur. At lower than 6 cents, that is correct. We have lost a 
lot in the last year, we and others in the industry, common with us. 

The narrowing margin of profit for dairy farmers has stimulated 
milk production. Each month a new record is set for milk. December 
cheese production in Wisconsin was 12.9 percent above production in 
the same month of the year before. For the total United States the 
increase was 16.7 percent. Whey supplies have increased propor- 
tionally. 

We sit and look at the fact that in 1953 we piled up an inventory. 
That did not bother us so much, because we knew that the demand for 
feed in 1954 was going to be bigger. Now we sit here faced with 
another increase in whey supplies amounting to 10 percent, and the 
Department of Agriculture is proposing to drop an undisclosed and 
very large quantity of skim-milk powder back into our market. 

Mr. Anpresen. What will be the effect upon your business, if that 
is done? 

Mr. Spracver. There are so many nebulous parts of this proposal of 
theirs that are not cleared up. They s say, “we are going to come back 
and buy your product.” 

We say, “does the Department of Agriculture want to go into the 
feed business? Is it not bad enough to be in the human food business 
without getting over into the animal feed business?” We do not think 
that the Vy should do that. 

Then the question comes up as to how much the Vv would have to buy. 
That gets into a field of speculation. Let us say this: As we sit tod: ay, 
unless an equivalent quantity is taken out of our market in animal 
feed in order to put this milk in we shall have to close plants. I think 
we are well assured that others in the industry will do the same. 

[ can point out that since this announcement hit the newspapers 
our sales have been cut sharply, and many of the small people in the 
business, smaller than us, who are our neighbors, call us and some of 
them say they have shut down completely. Nobody buys any more. 
They are waiting for this skim-milk powder at 3 cents from the 
Government. 

Mr. AnpresEN. Let me ask you this: You say the Government is 
going to sell it for 3 cents. That is what the news spaper says? 
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Mr. SPRAGUE. Th: at 1s the proposal, although we are told that the 
3 cents has no magic in it: it can be lower than that, if necessary. 

Mr. Anpresen. What do you have to get for the product you sell 
as animal feed in order to break even / 

Mr. Spracur. In the summer we can do it for 514 cents. Tf we 
have to put it in storage, 6 cents. 

Mr. AnprRESEN. If the Government sells it at 3 cents—— 

Mr. Spracur. In all fairness, they have said that they will require 
these feed manufacturers to buy as much of our.product as they did 
before, before the Vy can get the 3 cents product. but we point out that 
we piled up a tremendous inventory last year. Also, we are faced 
with increased production. We have never had any support from 
the Government or asked for it. We have tried to buy the whey, 
manufacture our product, and go after the market. Now, to have 
them restrict us to the level of sales last year with an inventory which 
makes their inventory look insignificant, frankly—and ours is not 
the only one: there are others in the indus try like it—to have them 
say, “Your sales will be only those of last year c 

Mr. Anpresen. Do they have any authority in law to force you to 
do that ? 

Mr. Spracuer. I do not know. This thing blew out of a clear sky. 
Their solicitor Savs they have. In other words, they propose to drop 
back in that market as much as our whole industry can produce, and 
they say they will have regulations to protect us, but we only know 
that as the program comes out our sales stop. That is the only 
information we have today, and we doubt as a matter of policy whether 
the Department should go into the feed business. 

I doubt whether I should be saying this, but the difference between 
3} cents and 17 cents a pound puts what I guess we might call black- 
market value into a carload of dry skim milk amounting to about 
$5,000 a car. Twenty-odd years ago we went through a prohibition 
period, and we went through a war when I myself had to administer 
certain regulations of the Department of Agriculture. Products 
would start at one point and never arrive at the other. I think this 
3-cent product will be lost en route and will wind up in ice cream 
and bread and candy and the Department will have to repurchase the 
skim milk that was displaced in those markets. That is not a part of 
our whey problem. That is a part of the skim milk problem. 

I just want to say we are faced with a situation right now since 
this announcement came that unless the matter is cleared up we will 
have to close plants, not only ourselves but others in the indus try, we 
are told, and we believe that the Department should not engage in any 
program which will burden or stop the marketing of whey. We think 
our proposal is a proper and a right proposal. I shall not proceed 
further now. 

Mr. Awpresen. You have had a talk with the Secret: ary of Agricul- 
ture and his associates ? 

Mr. Spracur. We have been working closely with the responsible 
people but they seem to think it is necessary to get rid of the nonfat 
dry milk solids no matter how they do it. 

Mr. Anpresen. They know how you feel about it 2 

Mr. Spracur. Yes. 
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(The prepared statement of Mr. Sprague is as follows :) 
STATEMENT BY GORDON W. SPRAGUE WITH REFERENCE TO WHEY AND MILK SUGAR 


My name is Gordon W. Sprague. I work for the Western Condensing Co. 
This company has offices in California and Wisconsin. I live in Appleton, Wis. 
The Western Condensing Co. buys whey from cheesemakers. Water represent- 
ing about 93.5 percent of the whey is removed. The remaining dry solids are 
recovered as milk sugar and whey solids. Other manufacturers using their own 
whey byproduct, or whey purchased from others, are engaged in the same 
business. We estimate that in the United States, 92 companies, operating 196 
plants, are engaged in the production of whey products including milk sugar. 

This statement is made to show that whey is a dairy product. We ask that 
the Congress take appropriate action to identify whey and the products of whey 
as dairy products. We need this identification to protect our section of the 
dairy industry from excessive imports. We also need protection from the 
Government-owned surpluses of dry skim milk which now threaten to invade 
our markets. 

Our specific request for legislation is as follows: 

Amend the Agricultural Act of 1949, title 11, section 201 (c), by adding one 
of the following: 

“Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 201 (c) of the Agricultural Act 
of 1949 (7 U. S. C., see. 1446 (c)) is amended by adding thereto the following: 

“*For the purposes of this section, the products of whey shall be considered to 
be products of milk. Any price-support operations under this program shall be 
conducted in a manner which will not demoralize or interfere with the production 
and marketing of the products of whey’.” 

We also wish to repeat our recommendation that the proposed amendment of 
section 22 of the Agricultural Adjustment Act made by the National Cheese 
Institute, the National Creameries Association, and the Dairy Industry Com- 
mittee, be enacted into law. 

We do not wish to criticize the Department of Agriculture for their handling 
of surplus programs in the past. They understand the problems and have been 
careful and competent. But the law is not clear with reference to whey in that 
the intent of Congress is not specifically stated. This lack of clarity causes 
indecision. We are asking that the position of Congress be clarified. 

Whey is similar to skim milk 

Whey is the liquid remaining after the coagulation of the curd in the manu- 
facture of cheese. In this respect it is similar to skim milk, the liquid remaining 
after the separation of butterfat from milk. Whey contains about 6.3 percent 
of milk solids, or about one-half of the total solids originally found in milk. 
These solids are recovered, processed, and sold for both human food and animal 
feed. One product recovered from whey is the pharmaceutical known as lactose 
(milk sugar). 

The importance of whey as a dairy product through which value accrues to dairy 
farmers 

Estimates were prepared for 1951. In 1952 milk sugar production declined, 
but production of dried whey and other products increased. Total utilization in 
1952 was approximately equal to that of 1951. 


Estimated utilization of whey 


Million pounds 


Dried whey production as reported by USDA (approximate) __.._______ 140 
Estimated addition for whey dried with other products and not reported__ 10 
Condensed whey production (solids basis not reported)_...______-___-_____ 78 
Milk sugar produced as reported by USDA (approximate) -.....-______ 50 

Total whey solids_____ i ahha teeta dss tlebldco da cnlaeaiaiGe asa 278 


Liquid whey required at 6.8 pounds solids per 100 pounds of liquid whey__ 4, 413 
Whole milk represented by liquid whey at 85 pounds of whey per 100 
SS SPRING chaticetiie mtn anti ire ccna nnn ie mannii 5, 192 
All whole milk used in manufacturing in 1951 was reported at 51,437 million 
pounds. About 10 percent of all manufactured milk yields whey for further 
manufacturing. 
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At 5,292 pounds per cow per year (1950 average) this whey represents milk 
from 981,000 cows. At 6 cows per farm this is 163,500 farms. 


The manufacturers’ problem 


As we approach the new flush period for 1954 the price for dried whey is lower 
than at any time since 1942, and has been so for the past 11 months. But this 
price has not been low enough to clear supplies. 

Manufacturing and distribution costs since the war have increased, even though 
outlays for plant and equipment to check rising costs have been large and very 
effective. 

Prices paid to suppliers of raw whey are the lowest in 15 years. In many 
instances whey has no value at all, a fact in the publication of which whey 
manufacturers take no pride. 

The narrowing margin of profit for dairy farmers has stimulated milk produc- 
tion. Each month a new record is set for milk. December cheese production in 
Wisconsin was 12.9 percent above December 1952, and for the total United States 
the increase was 16.7 percent. Whey supplies have increased proportionately. 

It is not good to refuse to purchase a cheesemaker’s whey. Pollution of streams 
with liquid whey is not permitted. Adequate treatment is required, but most 
cheesemakers do not have treatment plants. The whey manufacturers have pro- 
vided a market for the surplus whey. But in doing so they have emulated the 
Commodity Credit Corporation in that they now have the largest inventory of 
record. But they cannot use the credit of the United States Government as a 
source of capital, nor a Government appropriation for paying storage costs. They 
are therefore limited in the quantity of solids they can carry in inventory. 

Competition from outside sources has developed. Large imports of fishmeal 
and milk sugar curtail markets. Dried skim milk from CCC inventories also 
threaten. 

Realism dictates curtailed production. Continued purchasing of all the whey 
from the usual sources of supply will create an inventory at January 1, 1955, in 
excess of the inventory at hand. Relief from imports is not in prospect. We 
cannot reduce costs further without discharging loyal and needed employees. 


Whey and skim milk products—a record of production 


Government action dominated the most recent 12-year history of the production 
of dried products from skim milk and whey. The major production variations 
were due primarily to price controls and support, to production stimulants, to 
import quotas, or their absence, and to the resulting Government-owned stocks. 
The management of these stocks now present the most important problem facing 
the industry. 

Since both skim milk and whey have cash value to farmers, they should both 
be included in parity calculations for price-support purposes. At present skim 
milk, through nonfat dried milk solids, is price supported by Government pur- 
chase. Whey is not supported. 

In the prewar depression period dried skim milk was manufactured both for 
human food and for animals. During the war the demand for nonfat dried milk 
solids for human food was so strong that fixed prices were used to divert skim 
milk from animal feed. Manufacturers were asked, and were given financial 
and priority assistance, to convert their production to human food powder. Pro- 
duction for animal feed was therefore dropped sharply from 160 pounds in 1940 
to a tenth of that by 1944. 

Similarly, skim milk used in casein production was diverted, by a low price 
ceiling, to skim milk powder for human food. Casein production dropped from 
47 million pounds prewar to about 7 million in 1953. Without import protection 
after the war, domestic casein failed to regain its lost markets. The market for 
skim milk through casein was thereby destroyed for American dairy farmers. 
This loss was roughly equal to 120 million pounds of dried skim milk. 

To replace this diversion of skim milk powder from animal feed, production of 
dried whey was stimulated by War Food Administration recommendations to 
a level that reached 157 million pounds in 1947. 

Milk sugar production also was sharply increased by Government action be- 
cause of its wartime need in penicillin manufacture and a growing demand in 
prepared infant food products. As a result, milk sugar production exceeded 
20 million pounds per year at the close of the war and remained at approximately 
that level until again stimulated by the NPA program in 1951. 

This record shows that Government action has been a direct and prime cause 
of the present production position. Other aspects of this action, price regula- 
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tions without import protection, destroyed the casein industry. Makers of milk 
sugar, dried whey, and some types of cheese do not have import protection. 

So much for the past. Present decisions can bring equal havoc to other parts 
of the dairy industry if their consequences are not evaluated in advance. With 
its current stocks of nonfat dried milk solids at unusual levels, the Government 
may become the principle competitor of producers of dried whey and buttermilk 
products. Manufacturers of these products cannot compete pricewise with the 
Commodity Credit Corporation. Furthermore, the milk sugar defense base 
could be endangered because half of the liquid whey now used for manufacturing 
dried whey is in part desugared. 

Farmers who sell milk to cheese factories may get less for their milk while 
the farmers who sell milk to manufacturers of nonfat dried milk solids enjoy price 
supports. The injustice of such a course is obvious. 


Dried skim milk and whey products produced, 1932-53 


{In million pounds] 


Manufactured from 








Manufactured from skim milk 3 
whey 
Year Dried but 
Nonfat Dried skim termilk 
dried milk | milk ani Casein Dried whe: | Milk sugar 
lid mal feed 

1932 24 49 | 
1933 24 53 
1934 195 100 37 54 | 
1935 188 11 38 50 | | 
1936 224 1 2¢ 46 i 
1937 24° 128 67 3 | 167 
1938 289 160 49 64 47 | 6 
1939 268 141 41 62 56 | 4 
1940 322 160 47 68 91 7 
1941 36 110 47 76 111 6 
1942 5S 61 42 70 124 8 
1943 500 24 18 61 110 9 
1444 5R3 1¢ 1* 57 142 lit 
1945 643 18 12 50 | 136 16 
1946 653 14 18 39 148 23 
1947 678 22 46 45 157 22 
1948 682 13 4 42 125 23 
19149 935 21 18 49 159 4 
1950) 881 Is 19 49 156 39 
195 702 14 22 46 140 5) 
1952 863 25 7 47 164 34 
1953 1, 200 26 4y J 


Not reported prior to this date by the U. 8. Department of Agriculture 


NOTE During the war years production of nonfat dried milk solids was stimulated by several means 
including price guaranties and financing of plants to divert production away from skim milk for animal feed 
snd casein. Price ceilings were used to discourage production of casein 


W hey producers were encouraged to expand plant and equipment for increasing production for animal feed 


and milk sugar 


The relationship of whey prices to the milk of butterfat support program 


Cheesemakers add their income from whey to their income from cheese and 
whey cream in determining the prices paid to farmers for milk. Milk sugar 
contributes value, through whey, to milk used for manufacturing cheese. 

The following data were taken from the report of a Wisconsin cheesemaker. 
Reports like these are returned to patrons each month with the patron’s check 
to show the source of the cheesemaker’s income. Similar monthly reports 
accompany payment for milk made by other Wisconsin cheesemakers. 


Factory price report 


{In cents] 
December | January “ 
son} tgsp | Fumo 1068 
Price per pound of cheesi 39.3 38.8 34.9 
Whey cream per 100 pounds of milk 21.1 20.1 17.3 
Whey per 100 pounds of milk 7.1 2.6 8 


Price per 100 pounds of milk, net 378. 7 359.8 320. 6 
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This accounting shows that the income from whey sales per 100 pounds of milk 
dropped 6.3 cents between December 1952 and June 1953. 

From the above it is clear that the value of whey has a direct relationship to 
the value of milk and the price-support program. Low prices for whey have 
reduced the return for milk by more than 5 cents per 100 pounds during 1953. 


Imports of fishmeal for feed 


Increasing imports of fishmeal have weakened the market for dried whey At 
230 million for the feed year ending September 1953, they were double for the 
imports in 1950 and exceeded the imports in 1951 by about 100 million pounds. 


Feeding year beginning Importe | Feeding year beginning Imports 
October : (million pounds) | QOctober—Continued (million pounds) 
1946-47 ____ ae 16 | 1950-51 — . res 143 
1947-48 __- eens v | 1351-52 ani ei daritalinineh ob0 
1948-49 _ Oo | 1952-53 . ale 230 
GID isin ite ~ 220°) 


At 54 to 6 cents per pound, dried whey prices during 1953 were the lowest 
since 1940. These low prices checked the growing rate of fishmeal imports, but 
not enough to sell the volume of dried whey produced. Whey inventories in 
creased. Now dried whey manufacturers must curtail production. 

In the present giutted market, the farmer pays the bill. He pays for the 
imported fishmeat in his animal feed. But he also pays the cost of whey 
disposal when manufacturers can no longer find a market. 


Price of dried feed whey, December 15, 1953 
1. Dried feed whey: Wholesale price, Chicago, carlots, per pound: 


Annual averages, 1944-53 


Year: Cents | Year—Continued Cents 
1944 - sis selec ssid ehatioa 7.78 ahha ik ie 6. 82 
1945 ss cbciiacelebck cisnuiibaieaandia >. 57 | _— 6. 64 
BDI «cca sree eistceaadenieetsadhenhe: ct 7.93 SIE dutieittsin doekdana ties’ ieee 7.61 
I etal enhanc Saab iie lita 6. 75 BD is tanita .. 6.00 
1948 __- ee —— 
1949 dian unealletasa aaa ian” mane 10-year average___________ 7.08 


2. Farm price data: 


Index of prices received by farmers, 1944-53 average 
Parity index, Dec. 15, 1953 eae a 


9 
* - #vo 

») 7 
aaj = —" ais 


3. Calculations: (a) Adjusted base price of whey: Whey price divided by 
farm price index, 7.08-+255, or 2.78: (0) parity price as of December 15, 1953: 
Adjusted base price of whey multiplied by parity index, 2.78278, or 
per pound. 


4. Support price of whey at specified ratios to parity: 


tate 


3 cents 


Cents 
per pound 
Parity price wis ae , site 7. 73 
90 percent of parity dole m 6. 96 
SS percent of parity 7 é - Z 6.57 
SO percent of parity : scent . n ou. 6.38 
75> percent of parity_-- ates ‘ ; 5. 30 


5. Dried whey prices during the last 9 months of 1953 averaged about 75 per- 
cent of modernized parity. 
Milk sugar 

Imports of milk sugar are increasing. The productive capacity for milk sugar 
in the United States is shrinking. This capacity was established under the 
Defense Production Act. 


88490—54—pt. 20-12 
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United States milk-sugar production 
Domestic production of milk sugar since the close of World War ITI is reported 
as follows: 
Milk sugar production in the United States 


{In thousands of pounds} 


As reported 


, o T 
by the U. 8. | As estimated 


Year Tennent | by producers 
ture 

1945 , 15, 568 | 
1946 23, 000 | 
. == 17, 358 _ 
1948... ‘ 24,415 
1949... ‘ . é 24, 033 |_- 
1950... ite 39, 252 38, O80 
1951 ealaah 50, 156 50, 501 
1952 i 33, 645 | 33, 645 
1953 (estimate . i leeas 1 29, 000 


1 This estimate of 29 million pounds for 1953 was prepared on the basis of production for the first 9 months 
ofthe year. 


Declining production since 1951 is due to greater efficiency in penicillin pro- 
duction and to imports of milk sugar. 
Milk sugar imports 

Prior to World War II milk sugar was exported. Some was exported im- 


mediately after World War II. Imports on a commercial scale started shortly 
after currency devaluation in Europe late in 1949. 


Imports of milk sugar 


Imports 
Year: (thousands pounds ) 
I se cccisatienl teil rd ps stints ties asa em nabs on coeed oui ioeaieiue a ce ogoais None 
1950 i niacdlatihedadch ae bis ie seessinaana a omar eee eh enna I eee 804 
| ee ss easiness ips ch enti seksi gh sees es ikea aaa nea ea ae 1, 592 
a elec eS ce 2, 968 
Se inc cst epieccneiciarin gah interes naah Grades Bankai amaapAianat Enna 2, 600 


Imports for the first 11 months of 1953 were 228,000 pounds less than for the 
same period of 1952. 

Reliable information from foreign manufacturers show new facilities now 
under construction to produce milk sugar for the United States market in 1954 
and thereafter. Such manufacturers in solicitation of customers point out that 
their costs are lower and they do not have labor difficulties such as strikes. Such 
manufacturers also draw their supplies in the form of whole milk from a small 
area and thus avoid assembling costs for raw whey. In the Central States, whey 
is assembled from long distances to sugar factories. The cost of transportation 
is a major cost. 

Essentiality of milk sugar 

When the new requirements of milk sugar for penicillin became known in 1943, 
a survey was made to determine what uses for milk sugar were nonessential. 
The requirements were found to be as follows: 


Estimated requirements for milk sugar, 1944 


[In thousands of pounds] 


Use Minimum | Maximum 
Infant feeding 5, 000 5, 500 
Pharmaceuticals 3, 000 3, 500 
Penicillin . i 4, 500 7, 000 
Other uses (mostly military) . 200 500 


Total ‘ . | 12, 700 16, 500 


Boe ne - 
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The conclusion was that all uses were essential and all uses were increased by 
war. The use for infant food was particularly essential, and was sharply 
increased by fact that young women working in war plants placed infant chil- 
dren in nurseries where prepared infant foods were required. The need for 
penicillin was sharply increased as was that for other pharmaceuticals. As a 
result, milk sugar was placed under War Food Order 95 and all supplies were 
allocated. The requirements since that time have increased, but the essentiality 
of uses has not changed. 

It does not seem reasonable in 1953 that an action should be taken which 
would make the United States dependent on western Europe for milk sugar 
in time of war. A more reasonable approach seems to indicate greater depend- 
ence of western Europe on both milk sugar and the end products of milk sugar 
which are produced in the United States. Our milk sugar industry should there- 
fore be maintained in as strong a position as domestic peacetime requirements 
will support. 

The industry is currently tooled and equipped to produce about 50 million 
pounds per year. Raw materials are available in ample supply. The building 
of foreign plants to supply the United States market represents waste. Fur 
thermore, experience has shown that the United States cannot depend on Western 
Europe for supplies in time of war. 


Section 22 action refused 


Since milk sugar is a product of milk, the Secretary of Agriculture was asked 
to establish an import quota for milk sugar under section 22 of the Agriculture 
Adjustme nt Act of 1939, which says: 

“Whenever the Secretary of Agriculture has reason to believe that any article 
or articles are being, or are practically certain to be, imported into the United 
States under conditions and in such quantities as to render, or tend to render, 
ineffective, * * * or to reduce substantially the amount of any product proc- 
essed in the United States from any agricultural commodity, or product the reof, 
with respect to which any such program or operation is undertaken * * * 

Since milk is a product with respect to which a program was undert: ike ‘n, and 
milk sugar is a product of milk, it seemed that an action under section 22 would 
solve the problem. The factual justification seemed ample. Imports have al- 
ready reached 10 percent of domestic production and a much larger percentage 
is in immediate prospect. The Secretary of Agriculture, however, denied the 
request for a quota, as indicated in the following letter : 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., October 27, 1953. 
Mr. Gorpon W. SPRAGUE, 
Western Condensing Co., 
Appleton, Wis. 

DrAR Mr. Spracve: The request contained in your letter of April 21 for restric- 
tion of imports of milk sugar (lactose) to the level of 1950, at the average of 
imports for the 5 years 1948-52, pursuant to section 22 of the Agricultural Ad- 
justment Act, as amended, has received our careful consideration. We have 
made an investigation on the basis of the information submitted by you, together 
with other available data. Our investigation indicates that there is not suffi- 
cient justification for action under section 22. 

It also shows that, regardless of whether we restrict imports of milk sugar, 
there is no prospect of an immediate increase in prices of either dried whey 
or milk sugar that will result in a substantial increase of prices of liquid whey 
and in prices to producers for milk. Prices to cheese factories for liquid whey 
have declined during the past year and factories now are receiving little or 
nothing for it. This has caused a corresponding decrease in prices to pro- 
ducers for milk used in making cheese and liquid whey. All of the decline in 
price of liquid whey, however, apparently is accounted for by the decline in 
prices of dried whey, which would not be increased by the proposed action. 

The investigation discloses that a decrease in the quantity of liquid whey 
processed into dried whey and milk sugar, as a result of increasing imports 
of milk sugar, would intensify the serious whey disposal problems and increase 
the whey disposal costs of many factories. There does not appear to be, how- 
ever, Sufficient evidence to warrant action under section 22 on the grounds that 
these costs would in general interfere with the price-support program for milk 
to a material degree. 

Sincerely yours, 
True D. Morse, 
Under Secretary. 
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In denying the appeal for a quota, the Under Secretary said, “The investi- 
gation discloses that a decrease in the quantity of liquid whey processed into 
dried whey and milk sugar, as a result of increasing imports of milk sugar, would 
intensify the serious whey disposal problem and increase the whey disposal costs 
of many factories.” 

The Under Secretary thus recognized the fact that failure to provide a market 
for whey not only removes a source of farm income but actually imposes an 
additional cost of whey disposal 

The CHairman. That concludes the hearings for this morning 
unless there are questions the members of the committee wish to ask 


the last four witnesses. 
Mr. Anpresen. | would like to ask Mr. Gaumnitz a question. 


STATEMENT OF E. W. GAUMNITZ—Continued 


The CnatirMan. Mr. Andresen. 

Mr. Anpresen. Cheddar cheese is the only cheese that is under the 
support program. ‘That is correct, is it not? 

Mr. Gaumnirz. Yes, sir. 

Mr. Anpresen. The support price was reduced on Cheddar cheese 
beginning April 1 by several cents a pound. What has been the 
effect on other types of cheese that are not covered in the support 
program ‘ 

Mr. Gaumnitz. You mean at retail or wholesale ¢ 

Mr. ANpresen. Either one. For instance, you have blue cheese 
and swiss cheese and brick cheese. What has been the effect on those 
types of cheeses and this cheese you must age for several months or a 
year! 

Mr. Gaumnirz. It varies. With reference to types other than 
cheddar, which we would call soft types that do not have to be held 
for certain periods, such as brick, the prices will follow the reduction 

Cheddar prices. Those are cheeses where stocks are not high. 
Swiss is an intermediate type and some of the Italian types, probably 
the prices will tend to hold for a while and then will gradually de- 
cline to about the same extent as Cheddar. 

There is a very material difference as to what happens as between 
a reduction in support level, for example, and what will happen under 
a rollback type of operation. In the reduction in the percentage of 
parity, that will affect the price of milk regardless of use. It will 
spread across the board, we will say. 

[f there is a bargain sale type of thing instituted, or a rollback type 
of operation instituted, those programs presumably would apply to 
particular products such as butter and Cheddar cheese. If that were 
the case, then almost certainly there would be a reduction in the pro- 
duction of varieties other than Cheddar. There would be some re- 
duction in consumption and some reduction in production. 

Mr. Anpresen. Let me ask a question as to the rollback as applied 
to Cheddar cheese. The consumption of Cheddar cheese is now at the 
highest point it has been in this country; is that right? 

Mr. Gaumnirz. Yes. 

Mr. AnprresenN. About 9 pounds per capita ? 

Mr. Gaumnitz. About 714. 

Mr. AnpreseN. Can you by any stretch of the imagination con- 
ceive that you can get rid of all the Cheddar cheese produced in this 
country, irrespective of price, if you double the consumption ¢ 


An ait ane 


, 
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Mr. Gaumnirz. We certainly think it will take a long time and a 
very substantial reduction in price. We think the present reduction 
will increase consumption probably in the neighborhood of 4 or 5 
percent; and if a rollback were instituted perhaps another 4 or 5 
percent; but such an increase in percentage of constmption would 
not take care of the amount on hand in 2 or 3 vears. That is why 
we are anxious that a disposal program be worked out. 

Mr. Anpresen. A good idea might be to dispose of this cheese in 
foreign markets. 

Mr. Gaumnirz. That would be the cheapest and best way. 

Mr. A NDRESEN, If it is disposed of in the United States you would 
have to reprocess it or color it to give it a “new look” as they say? 

Mr. Gaumnirz. Yes. We think practically all the cheese now held 
by the Government will have to be sold as processed cheese. It is not 
of a color that is accepted. 

Mr. ANDERSI nN. That is over half a billion pounds ¢ 

Mr. Gaumnirz. That is right. 

Mr. Anpresen. That is all, Mr. Chairman. 

Mr. Poacr. I wonder if I could ask Mr. Farr to comment along 
the same line on butter. 

The CoamrmMan. Mr. Poage. 


STATEMENT OF R. H. FARR—Continued 


Mr. Poacr. Mr. Farr, do you think we can continue to sell the 
sum total of edible fats—I am not talking only about butter, marga- 
‘ine, or lard—do you think we can continue to sell the sum total of 
edible fats as we have in the past ¢ 

Mr. Farr. I think the trend has been down in edible fats. In total 
it is not off a great deal, however. People are tending to get away 
from fatty products but it is not a substantial amount. The total of 
edible fats is still about the same as 10 years ago. 

Mr. Poacr. You mean per capita / 

Mr. Farr. Yes. 

Mr. Poacr. When I was a boy we raised hogs that weighed 450 
pounds, with more fat than meat. You would not see one 400-pound 
hog today if you drove from here to Chicago. What has replaced 
all that lard / 

Mr. Farr. I suppose a part is made up with the increased produc- 
tion of vegetable fats. 

Mr. Poacr. But you think the per capita consumption of fats is 
about the same as it has been ? 

Mr. Farr. Yes. I am also informed our exports of animal fats 
are down, W hich would account for some ot the difference. 

Mr. Poace. Do you think there is some hope we can continue to sell 
fats on the American market in large quantities ? 

Mr. Farr. Yes. 

Mr. Poacr. And the butter business is not going where the lard 
business went ? 

Mr. Farr. We hope not, 

Mr. Poace. I hope not, too, but as a man in the business what do 
you anticipate ? 

Mr. Farr. We anticipate that total fat consumption will remain 
constant, and that with the increasing population there will be a 
greater demand for fats. We are optimistic. 
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Mr. Poace. Do you not think the increase in production of fats 
will outrun the increase in population ¢ 

Mr. Farr. That is possible. It depends on the level of return to 
producers. 

Mr. Poace. The sum total of agricultural production has always 
outrun the sum total of human population. 

Mr. Farr. Yes. 

Mr. Poacr. Do you see any reason to assume it will not do so in the 
future ¢ 

Mr. Farr. No; no real reason except for the fact that the experts 
tell us we are approaching the physical limits of land, for example, 
which can be put into agricultural production. 

Mr. Poace. We have not increased significantly the land in culti- 
vation in the last 10 years, have we? 

Mr. Farr. No. 

Mr. Poace. Or in the last 20 years, for that matter. 

Mr. Farr. We are at the point we do not hope to push it much 
farther. 

Mr. Poacr. But we have increased our production ¢ 

Mr. Farr. Yes. 

Mr. Poaar. So, to me that does not give us much hope. To me it 
seems you are whistling past the graveyard. You are painting a 
rosy picture to us, but we want to know the facts. 

Mr. Farr. We are not painting a rosy picture because the facts 
are not rosy. We face a serious crisis. The fact is we have a product 
on hand and have an immediate prospect for purchasing under the 
price-support program, and our plea is that that being the fact we 
must come up with a plan for iseash otherwise the aks program 
will come down on our heads. 

Mr. Poacr. Are we not inevitably faced with the conclusion that 
to solve this problem we have to have some control over production 
of dairy products? 

Mr. Farr. To answer that I can only repeat what Dr. Gaumnitz 
said, and that is that if we maintain producer prices at a level under 
which there is continued high production, then we face some form 
of subsidy. 

Mr. Poacr. Do you think we can continue to pay a subsidy indefi- 
nitely without any regard to production ? 

Mr. Farr. Certainly not. 

Mr. Poacr. Does not the very fact you ask the Government to come 
in and pay a subsidy mean the Government must also come in and in 
some way control production ? 

Mr. Farr. I think inevitably you face the problem if the levels of 
support are maintained at the present level and if they move the 
product at prices at a lower level, that subsidy is the only answer. 

Mr. Poacr. And how long do you think we can support the subsidy ¢ 

Mr. Farr. I do not know the limits of the Federal Tre sasury. 

Mr. Poacr. You know something about the limits on the willingness 
of the American people to put up w vith it. 

Mr. Farr. In business operations it would not be the practice to 
continue it for an unlimited period. 

Mr. Poacr. Yet every one of the proposals made to us this morning 
requires that we go ahead and pay a subsidy that would encourage 
production beyond a level we can profitably dispose of. 





| 
| 
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Mr. Farr. We made no recommendation whatsoever with reference 
to the level of supports. Taking the level as given, we have said if 
that is maintained, there must be some practical method of disposal 
which will reduce the amounts in surplus in the foreseeable future. 

Mr. Poace. You concurred in the proposal made by Mr. Reed? 

Mr. Farr. Yes. His recommendation was to give the Secretary 
wider ere in methods of disposal. 

Mr. Poace. If we let these prices drop and put a lot of dairy farm 
ers out of business, do you think we could then sell butter at 45 cents? 

Mr. Farr. I hardly think so, nor do I think we would want to 
recommend that. 

Mr. Poace. You do not have any idea on it? You have had a little 
experience. You are not as old as I am, but you are old enough to 
have lived through a depression or two. Has there ever been a period 
in American history when products have averaged as low as 75 percent 
of parity when the whole country was not in a depression? 

Mr. Farr. I must admit I am not a student of agricultural prices 
that far back. I am not qualified to answer that question. 

Mr. Poace. It seems to me if I had a lot of money invested in butter, 
I would be giving it some thought. 

Phat is all. 

The CHatrmMan. Thank all of you who have been before the com- 
mittee this morning for your appearance here and the information 
given to the committee. 

Before the committee recesses, the Chair would like to ask unani- 
mous consent to place in the record a letter and a statement from Mr. 
A. L. Osmundsen, of Milwaukee, Wis.:; and a statement from Mr. 
John G. Brereton of Norwich, N. Y., dealing with the matter of dairy 
prices mostly. I ask they be made a part of the record today. 

(The material referred to is as follows:) 

STATEMENT OF JOHN G. BRERETON, PRESIDENT OF SHEFFIELD CHEMICAL CO., INC., 
WITH REGARD TO THE DOMESTIC PRODUCTION AND IMPORT SITUATION ON CASEIN, 
A Datry COMMODITY 
Chairman Hope and gentlemen of the committee, my name is John G. Brere- 

ton. Iam president of Sheffield Chemical Co., Inc., a division of National Dairy 

Products Corp., with business headquarters at Norwich, N. Y. 

This statement is submitted to the committee so that it will be aware of the 
serious decline of the domestic casein industry and will include in its present 
consideration of legislation affecting the farm-support program full recognition 
of the factors which have contributed to the virtual liquidation of this important 
segment of the dairy industry. 

I appeared personally on March 20, 1953, before the House Special Subcom- 
mittee To Investigate the Dairy Industry and on May 26, 1953, before the 
House Committee on Banking and Currency, and presented detailed statements 
bearing on the domestic production and import control situation on casein. In 
the present statement, I will give you only a summary of the overall casein 
situation and try to bring the record up to date. 

For your general information, it should be noted that casein is the principal 
protein constituent of cow’s milk and is found only in milk. It is the material 
which gives milk its white appearance. Commercially, casein is obtained by 
curdling skim milk and by washing and drying the curd to produce a granular 
end product relatively pure in protein. Though not as well known to the public 
as skim powder, butter, or cheese, casein is a basic dairy commodity in terms 
of tonnage normally produced and consumed in this country. Casein has a multi- 
tude of industrial applications, such as in paper coating, adhesives, paints, 
floor covering, plastics, insecticides, printing, textiles, fermentations, and rubber. 
One hundred pounds of skim milk yields 2.4-2.7 pounds of dried casein. Casein 
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is basically the same product whether it is made from milk in this country or 
in the Argentine, New Zealand, Holland, France, or Canada. 

The domestic casein industry has been literally forced out of business because 
of high milk costs resulting from the price-support program on skim-milk 
powder and the uncontrolled importation of casein at duty and freight-paid 
prices which are well below the cost of manufacturing casein in this country. 
In other words, the domestic casein industry has been put in the position of 
pricing itself out of a market 

The following table gives the domestic production and the imports of casein 
from 1935 through 1958. It shows that the domestic production of casein in 
earlier years amounted to 42-48 million pounds per year and represented a big 
market for milk since these quantities of casein are equivalent to 127-145 million 
pounds of skim-milk powder. Such amounts of skim powder represent a sub- 
stantial part of the total quantity of powder now being purchased by the Gov- 
ernment under its price-support program 


In thousands of pounds] 
Dome Domes 
Year tic pro- Imports Year tic pro- | Imports 
juctior duction 
1933-39 (average 18, 100 8, 199 1947 35, 831 20, 887 
1940 46, 616 24, 523 |) 1948 14, 372 40, 585 
1941 47, 34¢ 41, 518 1949 18, 348 33, OR4 
1942 42 968 16.819 1950 18, 531 54, 552 
1943 18. 386 28, 426 1951 21, 620 43, 563 
1944 15. 264 47. 225 1952 7, 482 56, 837 
1945 12. 333 51.610 1953 1 5, 000 74, 246 
1946 18, 319 45, 346 


In particular, it should be noted that the domestic production of casein in 
1952 was down to 7.5 million pounds, and is estimated in 1953 to have been less 
than 5 million. This is practically zero production of casein. While the domestic 
production of casein has been declining, you will note from the above table that 
imports of casein have continued at high levels and, in fact, reached a peak of 
74.2 million pounds in 1953. In other words, there continues to be a very big 
domestic market for casein, and this market is being satisfied almost entirely by 
foreign supplies. 

On April 14, 1953, the Sheffield Chemical Co. and other members of the domestic 
casein industry petitioned the Production and Marketing Administrator for action 
by the Department of Agriculture on casein import quota and fees under section 
22 of the Agricultural Adjustment Act of 1933, as amended. We recommended 
a quantitative limitation based on 50 percent of the average quantities of casein 
imported annually during the 5-year period, 1948 through 1952. Imports during 
this period averaged 45.7 million pounds annually, and 50 percent of this would 
have been 22.8 million pounds. It was pointed out that lifting the 1952-53 im- 
port quota on casein while import controls were continued on other dairy com- 
modities constituted a discrimination against the domestic casein industry which 
had adversely affected it. This original petition was supplemented on July 2, 
1953, to cover the matter of casein substitutes, since we had been advised by the 
Production and Marketing Administration that the production problem on 
domestic casein was mainly due to the increased use of lower priced, synthetic 
products which competed with casein in many of its uses. In other words, we 
were told that the decline in domestic casein production was the result of 
cheaper substitutes when the facts clearly demonstrated that our position was 
simply the result of high milk prices under the price-support program and a 
failure to control imports which had forced the domestic casein industry to price 
itself out of a market and therefore to go out of business. We stated in our 
July 2 supplement for import control action under section 22 that the domestic 
casein industry could be revived if two things were done: first, to lower milk 
prices by lowering support levels, and second, to apply import controls on casein 
which would strengthen the market and give the domestic casein producer a 
chance to compete but still not force him to price his product above prevailing 
prices for such casein substitutes, as soy protein. 
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Our petition for action under section 22 was refused, and we include herein 
for the record copy of letter received from Assistant Secretary John M. Davis 
covering this point: 

DEPARTMENT OF AGRICULTURE, 
Washington, D. C. September 22, 19538 
Mr. J. G. BRERETON, 
President, Sheffield Chemical Co., Inc., 
Norwich, N.Y. 

DEAR Mr. BRERETON: The request ccntained in your letters of April 14 and 
July 2 for restriction of imports of casein to 50 percent of the 1948-52 average 
imports under section 22 of the Agricultural Adjustment Act of 1933 has been 
carefully studied. Our investigation of the available information indicates that 
there is not sufficient justification for the proposed action. 

It appears that the major reason for the recent decline in domestic production 
of casein is that domestic manufacturers cannot profitably make casein from 
skim milk at its value for making nonfat dry milk solids under the current milk 
price-support program and at market prices of casein at which the principal 
users Of casein will continue to use it. You have indicated that prices of im 
ported casein recently have been about half of the cost of producing casein in 
the United States. Paper manufacturers, who are principal users of the product, 
have indicated that an increase in price of casein to the level indicated by you 
as necessary to produce casein under present conditions would cause them to shift 
to such substitutes as soya protein, starch, and synthetic chemicals. It appears, 
therefore, that the proposed action would not result in the use of substantially 
more skim milk in the production of casein and would not substantially reduce 
the production of nonfat dry milk solids and the Department's price-support 
purchases of that product. 

Thus on the basis of the available information, it appears that imports of 
casein are not having the effects required in section 22 in that they are not the 
major cause of the recent decline in domestic production and are not materially 
interfering with the current milk price-support program. 

Sincerely yours, 
Joun Davis, Assistant Secretary 


Now we come to the spring of 1954 and a time when this country finds itself 
faced with the problem of disposing of huge surpluses of skim-milk powder and 
other dairy products, acquired under the price-support program. These sur- 
pluses exist at a time when milk production is apparently headed for an all- 
time high, giving serious concern as to what additional quantities of surplus 
dairy products the Government will have to purchase in the support program 
beginning April 1, 1954. And yet, when it comes to casein, we tind that we 
have turned our backs on a big market for skim milk, and this hardly makes 
sense. The domestic casein industry fully realizes that its pricing must be 
realistic, or cheaper substitutes for casein will find their place. However, a 
combination of lower prices for milk going into casein manufacture and a quan- 
titative import-control program would undoubtedly bring us to a point of com- 
promise wherein the price of casein to the user would be reasonable and yet 
competitive insofar as substitutes for casein were concerned. 

In summary, I urge this committee to remember that casein is an important 
dairy commodity and normally represents a very substantial outlet for skim 
milk in this country. The domestic casein industry has been forced to price 
itself out of the market, and our country has, as a result, become dependent 
almost entirely on foreign supplies of casein. This almost complete dependence 
on foreign supplies of a material having so many industrial applications and 
being so important to our industrial effort under emergency or wartime condi- 
tions is simply not good business. Lower milk prices and, if necessary, import 
controls should be established which will encourage this important segment of 
the dairy industry to resume production and regain this huge market for milk 
which has been lost and in so doing, to help reduce the glut of skim milk powder 
in the Government's hands. 


J. G. BRERETON. 
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A. L. OSMUNDBEN & ASSOCIATES, 
Milwaukee, Wis., March 17, 1954. 
Hon. Ciirrorp R. Hope, 
House Committee on Agriculture, 
United States House of Representatives, Washington, D. C. 

Dear Str: On February 19, I wired Mr. E. T. Benson, Secretary of Agriculture, 
the following telegram: 

“Have agricultural program that will take us from our present situation of 
restricted production, large surpluses, high farm commodity prices, price sup- 
ports, and other farm subsidies to abundant production, increased consumption, 
no surpluses, lower farm commodity prices, no price supports or any other farm 
subsidies and provide a balanced agricultural and industrial economy with 
increased employment far into the future. Our country has grown and prospered 
on abundance not scarcity, and our economy has actually never suffered from 
overproduction but we have gone through periods of underconsumption that 
have been serious and we should be awake to that now. Will gladly submit 
my program in person at your request for the benefit of the Nation.” 

On February 23, I received a reply requesting that I send a copy of my farm 
program for the purpose of reviewing and then determining whether or not a 
personal discussion would be advisable. 

I have complied with Mr. Benson’s request and have since received his reply 
as per the attached copy. 

On March 1, an exact copy of this plan was sent to President Eisenhower for 
his files. No reply has been received to date. 

Knowing that your committee is presently active in reviewing agricultural 
plans, I wish to submit this copy for your committee and to respectfully request 
that it become a part of the record on hearings on farm-price supports and farm 
surplus disposal program. 

I would greatly appreciate an acknowledgment that my plan has become part 
of the record, and should you desire, I would gladly appear before your committee 
for further discussion 

Sincerely yours, 
A. L. OSMUNDSEN. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., March 12, 1954. 
Mr. A. L. OSMUNDSEN, 
4023 North Downer Avenue, 
Milwaukee, Wis. 


Dear Mr. OSMUNDSEN: Thanks so much for sending the Secretary, on March 
, 1954, an outline of the farm program described in your telegram of February 
9, which we replied to on February 23. 

Your offer to appear in person to discuss the plan in more detail is appreciated. 
However, the outline gives us such a clear summary of your plan that we feel 
that such a visit will not be necessary. 

We note from your plan that you feel the need for more emphasis on the 
marketing aspects of the farm program. Points 4 to 8 of your outline explain 
the steps that need to be taken in the field of marketing. 

Your efforts to help us develop an improved farm program are appreciated. 

Sincerely yours, 


1 
] 


FE. C. Betts, Jr., 
Assistant to the Secretary. 


AGRICUTURAL PROGRAM TO STABILIZE OUR AGRICULTURAL AND INDUSTRIAL ECONOMY 


Basically our agricultural economy suffers from the need of a marketing pro- 
gram rather than from overproduction. Furthermore, creating abnormal 
searcities drives farm commodity prices up which results in a greater marketing 
problem; and with no marketing program creates unnecessary surpluses. 

Therefore, by increasing farm production to much higher levels and providing 
a marketing program to absorb all the production our farmers can produce will 
result in lower farm commodity prices and increased consumption by our own 
population. Our farmers will then enjoy greater profits and prosperity by 
making more actual dollars on 2 bushels of wheat or corn than they now make 
on 1—and so on making more on 2 cans of cow’s milk than they are now making 
on 1 even though the profit is more per can in a market of scarcity. 
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Now, with the thought “as the farmer prospers, so prospers the Nation,” 
the farmer producing more needs more tractors, trucks, automobiles, refrig- 
erators, radios, overalls, shoes, cotton and wool clothing. With this increased 
farmer buying power, the industrial plants start selling their products to where 
they need more people and the people employed taking more money need and 
can afford more agricultural products because the production is high enough 
to keep prices low enough to cope with supply and demand. Employed people 
also provide more buying power of manufactured goods, homes, etc. 

This now is not the vicious circle of scarcity, but a growing spiral of higher 
production; and obviously by this process our farmers have found a natural 
normal market for their products. Then price supports and other subsidies 
are not longer a part of our economy and never should be. Also, with this 
program our farmers finally become independent free enterprise American 
citizens like any other American in industry or other business enterprise 

To start and perpetuate the program, the following steps and projects will 
be necessary : 

(1) Remove at once all restrictions on acreage planting of farm crops. 

(2) Encourage farmers to increase their production of all farm products. 

(a) By news releases through the Agricultural Department. 

(b) County agents. 

(c) PMA offices. 

(3) Stop any further appropriations by Congress to buy surplus farm prod- 
ucts. No further Government appropriations as such. 

(4) Have Congress pass appropriation bill diverting $20 or $30 billion from 
war material for defense to the buying of agricultural products for defense. 

(a) Establish large stockpile inventories of farm products for defense of 
our Own economy to cover necessities in case of war or drought shortages and 
the like. 

(b) All these inventories should be stored in Government warehouses on a 
first-in-first-out basis, and the movement of all products based on the element 
of spoilage and seasons of new crops coming in. 

(5) Expand the program of marketing to where the United States will be 
the Nation's largest single buyer of agriculture products. 

(6) Explore marketing potential of farm products to State, county, city, 
and all other relief agencies throughout our own United States to insure that 
none of our Own are going without sufficient food. 

(a) This marketing phase may be on a sell-or-give basis to all institutions. 

(7) Develop a marketing program of agricultural products to foreign coun- 
tries on a sell-or-give basis through our own United States Government ware- 
houses strategically located in foreign countries as a defense measure similar 
to our present foreign airfield locations. 

(a) Logically, feeding our allies American farm products is as essential to 
defense as tanks, trucks, planes, and guns. Well-fed and well-clothed allies 
can better use war defense material than underfed weaklings, thus making 
it not so necessary for our fighting forces to do most of the fighting as in past 
wars. 

(8) Increased consumption of farm products by the United States Govern- 
ment in a well-planned marketing program together with increased buying by 
our own 160 million population establishes an equalizing of supply and demand 
with the farmer producing more than before with more dollars of profit to buy 
manufactured goods, like tractors, trucks, automobiles, refrigerators, radios, 
shoes, wool and cotton clothing, and the like. 

(9) All this effects the marketing of manufactured goods to where more em- 
ployment is needed to produce more. The worker now has more income to 
purchase more lower-priced farm products (2 pounds of butter instead of 1), ete., 
and the economy continues in an ever-growing expanding spiral again based on 
supply and demand with no scarcity imposed on the farmer or any part of our 
whole economy. 

(10) Now, this program of high production and marketing in motion results 
in the following: 

(a) Removal of all farm price supports. 

(b) Removal of all other farm subsidies but continue promoting PMA pro- 
gram; in fact, expand it to produce more and conserve and improve our soil 
fertility. 

(c) The farmer is now a free citizen running a free enterprise and can pay 
for his own PMA program. 
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(d) We are making good solid, healthy allies who are equipped to aid us if 
necessary with something beside guns and tanks. 

(e) Allies well fed are less subject to communism than those with large stocks 
of war materials, such as Italy, for example. 

(f) Our own economy grows stronger day by day instead of weaker as the 
Communist would have it. 

(9) Our free-enterprise and capitalistic system will function as it is meant 
to for the good and peace of the world. 

Prosperous farmers, prosperous manufacturers, larger employment than ever 
before in war or peace time, will insure the ability of all to pay sufficient taxes, 
even at a reduced rate, to not only balance the yearly budget but to eventually 
completely wipe out our national debt and balance our total economy and 
keep it so. 

A. L. OSMUNDSEN. 


The CrairMan. Without objection any statements other members 
of the committee may have on the subject may be placed in the record. 

The committee will now recess until 10 o’clock tomorrow morning. 

(The following letter was submitted for inclusion in the record :) 


Route 5, Box 211, Waco, Tea. 
Hon. Bos PoGue, 
House of Representatives, Washington 25, D. C. 


Dear Srr: Our Secretary of Agriculture, as you know, is cutting the farmer’s 
throat. I ama dairy farmer, and a 15 percent cut is a lot to take, especially since 
everything else seems to remain up. 

I realize that continuing to store up dairy products and keeping them until 
they spoil is foolish. Wouldn’t it be better to pay the farmer the difference 
and let the public consume it. Under this plan the milk processor would have 
to sell the milk on the market instead of just turning it over to the Government. 
This would tend to stimulate selling and advertising since the processor is in 
no position to store huge quantities. The most efficient processor would then 
use this volume to increase his business. Glancing through the paper, I rarely 
see a milk processor’s ad. The quality of their product does not seem to con- 
cern them. Let the publie take it or leave it seems to be their idea of business 
today. After all if they cannot sell on the market, the Government will always 
take it from them at a profit. Now if the farmer were allowed to take his 
weight tickets and collect the difference between that and say 85 percent parity. 
He would be assured of his guaranteed price. The public would get their dairy 
products; quality would be at premium, and the lazy processor would be put to 
work. Then each year the parity price could be dropped 5 percent until it gets 
to 75 percent if that’s where it has to be. 

Personally, I think the wheat, corn, and cotton plan are tops as they are. To 
me, we don’t have a Secretary of Agriculture, but a traitor to agriculture. Ever 
since he took office, he has talked lower prices until we certainly have them. 
Just what has he done constructively since he has assumed his duties. I would 
like to know how he suggests that I keep my income up so that I can pay my 
honest debts. I ama veteran and started out since the war ended. 

Sincerely, 
S. J. CALLAWAY. 


(Thereupon at 1 p. m. the committee recessed until Wednesday, 
April 7, 1954, at 10 a. m.) 
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WEDNESDAY, APRIL 7, 1954 


House or RepresENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, BP. GC: 

The committee met at 10 a. m., Hon. Clifford R. Hope (chairman) 
presiding. 

The CrarrmMan. The committee will come to order. 

We are very happy to have with us this morning a former colleague 
and a former member of this committee, Mr. Jerry Voorhis. He is 
known to all of the older members of the committee. Accompanying 
Mr. Voorhis is Mr. Murray Lincoln, president of the Cooperative 
League of the United States of America. 

I understand that you will go on first, Mr. Voorhis, and Mr. Lincoln 
will follow. 


STATEMENT OF JERRY VOORHIS, EXECUTIVE DIRECTOR OF THE 
COOPERATIVE LEAGUE OF THE UNITED STATES OF AMERICA 


Mr. Vooruis. We thought that would be best. Then you can have 
the best part last. It means a lot for me to come before this committee. 
It always does. I have a very high degree of respect for the com- 
mittee. That I was once a member of the committee is something 
that I can tell my grandchildren about. 

My name is Jerry Voorhis. I come before you as Executive Di- 
rector of the Cooperative League of the U. S. A. with headquarters 
at 343 South Dearborn Street, Chicago. The league is a national 
federation of cooperatives. Our membership includes some of the 
major farm supply cooperatives of our country, two of the fastest 
growing and soundest farmer-based mutual-insurance companies, 
the National Rural Electric Cooperative Association, the Credit 
Union National Association, most of the consumer cooperatives of the 
country, both rural and urban, and a number of other organizations. 

Our direct membership is about 2 million families, at least three- 
quarters of them farm families. If we include all the credit union and 
rural electric cooperative members the figure would exceed 11 million 
different families. 

Our concern is the national welfare of the whole United States. 
Our method of advancing that welfare is a very old, tried and true one, 
getting people voluntarily to join together, to share their problems, 
risks, and resources, and thus to solve their problems. We believe 
there should be more, not less, private ownership shared by more and 
more people. We believe private ownership is almost meaningless 
if it is concentrated in only a few hands, whereas it can become 
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a foundation stone of freedom if it is spread broadly among the 
people. Furthermore, ownership is ‘of no great consequence unless 
responsibility and the chance to participate in responsible decision 
making goes with it. Consequently, we take some satisfaction from 
the fact that no less than 11 million different families in the United 
States own one or more ownership-shares in some kind of a coopera- 
tive business venture. This compares to 3.6 million different families 
owning shares in all the corporations of the country where stock is 
registered. Yet cooperatives with three times as many owners do 
only about one twenty-fifth as much business as do the corporations. 

By definition cooperatives must be locally owned enterprises. Con- 
sequently, they tend to decentralize ownership and control back to 
local communities. They are the means to grass-roots democracy, 
which is the only kind that really means much anyway. We think 
that anyone who is really concerned with the future of freedom and 
democracy in this country should welcome the impact and influence 
of our cooperatives. For the gravest danger we face, next of course 
to hydrogen bombs, is the loss by the people of a sense of participation 
in the determination of their own and their children’s future. Any 
economic or political system is just as strong as the number of people 
who feel they have a vital part in it. Cooperatives give people—lots 
of people, lots of little people—that feeling. Not only do we believe 
cooperatives to be an essential element in any really free economic Sys- 
tem. We also believe they are in accord with every principle upon 
which this country was founded. 

We are deeply conscious of the very great and difficult problem 
which this committee faces. That problem would be 10 times as 
difficult as it is if the farmers of this country had not developeu 
cooperatives to the extent which they have. It is my purpose to 
demonstrate this and furthermore to show that a completely con- 
structive solution of the problems of American agriculture can best 
be advanced by a further growth of the volume and scope of business 
of cooperatives among farmers. 


THREE OBJECTIVES OF AGRICULTURAL POLICY 


We need to begin with our objectives. What are the long-range 
objectives of United States agricultural policy? I am going to as- 
sume that they are three in number. 

(1) To provide the American farmers reasonable assurance that 
they can earn, by their labor, oe and investment, their fair 
share of the national income in proportion to their numbers in the 
populati ion. 

(2) To preserve and strengthen the traditional pattern of American 
agricultural production and land ownership: that is, a pattern of 
many independent farm units, ideally of such size and resources as 
to - port and employ the efforts of a family. 

3) To accomplish these objectives with a minimum of dependence 
wenn government, a minimum of governmental control, and a maxi- 
mum of reliance upon the farmers own initiative and effort. 

None of these three objectives can be realized unless the farmer is 
freed from the danger that if he produces an abundant harvest he 
will, in peacetime at least, threaten thereby his own economic welfare. 
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This danger is, I think, the fundamental problem and dilemma. It 
is the more difficult to solve because people are always trying to deal 
with the problem of agriculture as if it were of the same nature as the 
problem of industry or other elements of our economy. 


AGRICULTURE'S PROBLEM IS UNIQUE 


It isn’t, agriculture’s problem is unique. 

The reason why the farmer’s problem is unique and different is be- 
cause of the nature of his work. The farmer is not now and never 
has been and never will be able to adjust his production and sup- 
ply of the food and fiber he has to sell to either the volume of the 
demand or to the prices offered. The reasons he cannot effectively 
do this—especially if we are considering agriculture as a whole—is 
because the farmer must plan his plantings and hence his production 
months—and in the case of tree crops, years—in advance of the har- 
vest and the time of sale. He cannot make his decision on a guess as 
to what demand and price are going to be far in advance. Even if 
he could, his inclination would be to calculate his total return on his 
crop and if he expected a lower price to attempt, for that very reason, 
to increase rather than to decrease his yield. Furthermore, farmers, 
are not, in general, psychologically constituted to choke off the bounty 
of nature. For thousands of years they have been producing all they 
could bring forth from their land. This characteristic is just not 
going to change. 

LOWER PRICES NO ANSWER 


This is not to say that if the price of a certain farm product is 
depressed below cost of production a shift into other crops will not 
take place. No doubt it will. But agricultural production gener- 
ally—that is, its total volume—has never been, and one doubts it will 
ever be—responsive to price pressures. There are strong arguments 
for flexibility of price supports so as to reflect relative need for produc- 
tion of different crops. But I can find no valid argument for lower 
prices as such, as a solution to the surplus problem or any other farm 
problem. Not unless we are talking about prices below costs of 
production. From this point of view, the err drastic and sudden 
reduction in support levels for dairy products simply cannot be 
justified, in my opinion. 

So we have an entirely different problem with which to deal in the 
case of agriculture from the one which industry presents. 


INDUSTRY AND AGRICULTURE CONTRASTED 


Industry, in general, controls both its production and its selling 
prices. Agric ulture does neither. 

American industry, with some exceptions, is dominated by a com- 
paratively small number of large producing units possessed of 
tremendous capital resources. 

Agriculture, on the other hand, is made up of millions of small 
producing units, each with small amounts of capital and each com- 
peting with the other for a share in the market. 

What can be done? 

There are three possibilities. The first is to let nature take its 
course. To let the abundance produced by farmers force their prices 
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and incomes lower and lower until large numbers of them go bankrupt 
and are forced to leave their farms. This would temporarily reduce 
production. It would also leave us with an industrialized agriculture 
of a comparatively few corporation-type farms, worked not by their 
owners but by hired gangs of workers. This solution we will not 
take. We will not take it because it would be unjust, because in the 
end it would be wasteful of our soil and for most crops, less efficient 
than our present system, and because we would lose from our popula- 
tion the basic democratic element, the independent farmer. 

The second possibility—and one which must for the time being at 
least be used with wisdom and justice—is governmental action for the 
protection of agriculture against the worst consequences of its 
economic disadvantages. 

But there is a third alternative. It is for the small independent 
producing units of our agriculture to join together in order that they 
may, by voluntary united action, put themselves on a basis of some 
reasonable equality with the other elements in our economy with 
which they must deal. 


COOPERATION—THE MIDDLE COURSE 


Between a policy of economic deaths for the small- and medium- 
sized farmer and a policy of increasing reliance on governmental 
programs there stands the method of voluntary cooperation. It has 
accomplished much already in the comparatively few years that it 
has been a significant factor in our agriculture. It can accomplish 
much more if it receives the encouragement it deserves. The more 
voluntary cooperation there is, the less will be the danger of outright 
disaster and the less will be the necessity for broadening governmental 
action, and of course the closer will we be to realization of the third 
major objective set forth above. 


FOUR MAJOR PARTS OF A SOLUTION 


Now, what are the major constructive measures that need to be 
taken in order to advance toward a solution of the problem of our 
American agriculture? I believe they are four in number. 

(1) A better, more dependable return from the sale of farm crops, 
and a much closer relationship between the prices producing farmers 
receive and the prices consumers of farm products pay. 

(2) A reduction in costs of production, including greater efficiency 
of production. 

(3) A sharing by farmers and by the smaller communities in income 
from eccnomic activities other than sale of raw farm crops—that is, 
an enlargement in scope of the term “Agricultural income.” 

(4) An expanded market for and use of farm products, that is, 
having more people better fed and better clothed both in this and other 
countries. The problem cannot be and should not be solved by de- 
creasing production, but by increasing consumption. 

There is no one gimmick that will solve this whole problem by 
itself. But if substantial progress is made along each of the above 
four lines, we will come closer and closer to a solution. Let’s see what 
has been done and what can be done. 
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MARKETING COOPERATIVES AND FARM PRICES 


There was a time when American farmers sold their crops indi- 
vidually for whatever price they could get. I once helped drive cattle 
from a Wyoming ranch some 80 miles to the railroad. The man I 
was working for said goodby to his cattle at that point. He hoped 
that on the particular day when they arrived in Omaha the price would 
be a good one. He had no more to say about what that price would 
be than his 2-year-old baby. Weeks later he received the check from 
the commission house that had bought his cattle. It was less than 
enough to cover his out-of-pocket costs, let alone his own labor and 


lianagement. This was in the twenties when the rest of the en 
economs Was supposed to be booming. ‘The same sort of thing was 


hi uppe ning to lots of the farmers. The worst of it was eek the low 
prices received by the farmers have no relationship whatsoever to the 
prices paid for food by consumers. The control lay with the people 
who owned the crop while it was passing between the farmer and the 
consumer. Lower prices for farmers did not mean lower costs to 
consumers and hence ane Xpi anded market. They ; simply meant wider 
Ihe gins for the commission men, the specul: itors, the processors, and 
other middlemen. 

Agricultural marketing cooperatives arose to correct the indefensible 
evils of speculation in farm crops. 

It is still true today that lower farm prices are not reflected in lower 
costs to consumers. But neither is it true that all farmers have to 
sell for whatever price the buyer is w illing to give. The basic reason 
for this change is because farmers have found a way to establish and 
own cooperatively agencies for the joint marketing of their crops. 
Four million farmers in the United States are members of farm- 
Inarketing coo ype ratives. The ‘Vy are In pos ition to see that their e rops 
are marketed in an orderly manner. They are in position to grade 
and package their own products. ‘They are in position to store them 
for a pel iod of time. ‘They are above all able to retain ownership of 
their crops after they have left the farm and through at least some 
of the steps toward ultimate consumption. In this way the farmer 
member of a marketing cooperative regains, through his own owner- 
ship of facilities that once all belonged to speculative handlers, a meas- 
ure of control over the price he shall receive. This 1s good democracy. 
It is also good economic De for the whole Ame rr ic an ee onolmy. 

The purpose of m: arketing cooperatives today is not, as some people 
mistakenly believe, to try to extract the highest possible price for their 
commodities. Rather it is to improve the quality and the depend- 
ability of the product which the consumer finally buys. It is to enable 
the farmer to retain ownership of his crop for a longer time and to 
extend the producer’s influence over the disposal of his crop through 
more of the steps between his farm and the dinner table of the ultimate 
consumer. There are instances where cooperating farmers are selling 
their products direct to cooperating consumers. Not many, but a few. 
In such cases the price-spread problem has been solved and a decent 
relationship has been established between what the farmer receives 
and what the consumer pays. 

The farmer knows that his marketing cooperative cannot control 
prices. He knows it would be subject to prosecution under the anti- 
trust laws if it did. But he also knows that if a sufficient percentage 
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of his particular crop is handled by cooperatives he will not have to 
dump his crop at the time of harvest into the hands of speculative 
buyers. It will be marketed in an orderly manner. He knows, too, 
that even that portion of the crop which does not move through 
cooperative channels will have to be dealt with in a reasonably decent 
manner, both as to prices offered the farmer, as to grading, and as to 
commission margins. Otherwise more and more of the business will 
flow to and through the cooperatives. Marketing cooperatives thus 
are private, voluntary regulators working toward a decent market 
for the farmer’s crops. They give back to independent farmers, even 
small-scale farmers, a way to regain a measure of control over their 
own economic fate. 


SERVICE AND SUPPLY COOPERATIVES AND FARM COSTS 


The other side of the problem is reduction in costs. Farmers’ net 
income equals price times volume minus cost. If the cost of produc- 
tion can be reduced, the farmer’s net income will go up just as much 
as if a corresponding rise in price took place. This is becoming 
a more important factor with each passing year. In 1952 farm oper- 
ators net income was a smaller percentage of gross income than in any 
year since 1912. This is another way of saying that in 1932 farmers 
were spending 40 percent of their gross on agricultural inputs whereas 
by 1954 they were having to spend well over 60 percent of gross for 
all the things they were putting back into their farms to maintain their 
efficiency of production. 

Furthermore, prices received can never be brought, and probably 
should never be brought, wholly within the farmer’s power to control. 
But if he can develop ways to reduce his cost, this is something that 
no outside forces can take away from him. 

Time was when the farmer could not get enough fertilizer or mixed 
feed to meet his needs. What he did get was frequently of poor 
quality. All of it was of unknown quality and content. Only if he 
had the contents of the sack chemically analyzed could the farmer 
tell what he had bought. Prices for these necessary supplies were, 
furthermore, inordinately high. The reason for this was simple. 
Fertilizer, feed, insecticides, and other chemical products were—and 
are—absolute necessities for the farmer. But the market on the 
supply was—and is—anything but a free competition market. Hence, 
the situation was just the opposite of what it was in the case of sale 
of farm crops. When the farmers bought their supplies it was 
decidedly in a seller’s market. A few sellers with a high degree of 
control over supply were in position to dictate terms to the millions 
of farmer buyers. 

Exactly the same conditions were true, though in even more acute 
form, with respect to loans and credit, insurance, transportation costs, 
farm machinery, in fact every major item of agricultural in-puts. In 
the case of electricity it was not available at all. As tractors replaced 
horses, the same condition appeared as the farmer began to buy large 
quantities of tractor fuels. 

So the farmers did the most logical thing that could have been done 
under the circumstances. They organized their own businesses to 
supply themselves with sufficient quantities of good quality supplies 
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and services which were essential to efficient production. They in- 
vested their own money, risked their own capital, went into business 
for themselves. { 

They discovered that, given a group of people willing to apply the 
principle of mutual aid to their problems and to organize their com- 
mon needs, almost any human problem could be attacked with rea- 
sonable hope of success. They discovered that since they themselves 
would be their own market, they could mix and distribute their own 
feed, manufacture and distribute their own fertilizer, grow and dis- 
tribute their own seeds. They discovered that they could then know 
exactly what the ingredients were in all these supplies, since there was 
no point in selling dead inorganic weight to themselves. 

They found out, too, just how much it really cost to transport gaso- 
line and tractor fuel from town to farm, and began doing it for them- 
selves. Then when supplies mysteriously disappeared they went out 
and built their own refineries and pipelines. And when these could 
not get supplies of crude oil, the farmers dug their own wells. Net 
result was to inject the only really independent competition which 
exists in the oil business today. The only true independents in that 
business are the cooperatives, which keep it from becoming a complete 
monopoly of the major oil companies. This, we contend, is good for 
the whole country, including the major oil companies. 

How much all this reduced farm costs is harder to measure than it 
was a couple of decades ago. Because of the impact of the competition 
of the cooperatives has brought whole industries to reduce markup 
margins to a fair size, to put adequate quantities of high quality prod- 
ucts in the market and to sell at reasonable prices. Thus benefits from 
cooperative businesses are by no means limited to their membership. 
Rather they benefit all society and especially all purchasers of the 
items in which cooperatives deal. It can be said, however, that over the 
years the patronage refunds to farmers from their farm supply co- 
operatives have averaged from 4 to 6 percent or even more each year. 
And this is the most conservative measure of the reduction in cost of 
production of the farmer for which these cooperatives have been 
responsible. 

But this is by no means the whole story. Farmers could not get 
electricity at all, in most parts of the country, until they organized 
their own needs for it and assumed in full the obligation of repaying 
with interest loans contracted to build the lines which brought electric 
power to America’s farms for the first time, and which in some in- 
stances financed necessary generation facilities. Modern agriculture 
is just impossible without electricity. And we have the rural electric 
cooperatives to thank that farmers have it today. 

I saw a figure the other day that shows that $3 billion has been 
loaned to rural electric farms, that is, to farmers that have assumed 
this risk, and have guaranteed to repay the Government with interest, 
that not only on balance is the Government being paid considerably 
ahead of schedule, but all the delinquencies amount to less than one- 
half of one-tenth of 1 percent. 

As this basic experience with cooperation taught its lessons, farm- 
ers began to see that all an insurance company really is is a group of 
people needing to share a common risk, willing to pool some of their 
savings to meet that risk, and wise enough to hire competent manage- 
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ment of their common funds. So cooperative-type insurance com- 
panies were formed. Some of them have grown to very substantial 
size. Premiums have been cut because it was found they could be. 
Dividends have been increased because it was found they could be 
when the real meaning of mutuality was applied to the insurance 
business. 

In the field of loans and credit the same basic solution to the prob- 
lem of inadequacy of long-term credit and high-interest rates was 
applied. Here Government capital helped in the early stages. But 
the Government capital did not assume the basic risk. The farmers 
did. And most of that Government capital has been paid off. The 
principle that was applied here was that if enough people meeting to 
borrow money could be brought together they could generate their 
own pool of credit, loan money to themselves, pay interest to them- 
selves, and, in this case, literally lift themselves by their own boot- 
straps. This is not so impossible as it sounds if we remember that 
every debtor has basic credit. If he didn’t he would not be able to 
become a debtor. The principle of cooperative finance is that the 
credit of the debtors is joined together so they can monetize their own 
credit and lend it to one another instead of letting someone else do this 
for them, in which case they have to borrow back their own credit at 
interest. I cannot refrain from the suggestion that application of 
this same principle to our national finances is the one way we can 
overcome the dilemma of having to pay the price of deficit financing 
for a continually expanding economy. 

Anyway, cooperative finance through the farm-loan associations, 
production-credit associations, banks for cooperatives, and other vol- 
untary financing agencies brought interest rates down to about half 
what they had previously been all along the line. 


COOPERATIVES AND EFFICIENCY 


As this committee well knows, American agricultural production 
has been increasing at a considerably faster rate than has population, 
especially during the past decade and a half. This has been accom- 
plished, moveover, by a smaller number of farmers and a smaller num- 
ber of farm workers. Between 1942 and 1950 output of our farms went 
up 25 percent. But farmers used 3 times as much fertilizer, 4 times as 
many mechanical milkers, twice as many tractors, and more than 
twice as much tractor fuel, no less than 11 times as much electricity 
as they had used 8 years before in order to accomplish this. In other 
words, they greatly increased the efficiency of their operation. In the 
case of every one of the items mentioned cooperatives were a major 
source of supply. Without the cooperation it is exceedingly doubtful 
that the job could have been done. So once again it may be said that 
cooperatives have benefited the whole American Nation—and indeed 
their own free world—not just their members alone. 

I think this next paragraph is pretty important, Mr. Chairman. 

In all of this what farmers were really doing in organizing their 
supply and service cooperatives was exactly what every major in- 
dustry in the country had been doing for a Jong time. Manufactur- 
ing industries have all through their history been reaching back for 
ownership and control of sources of their raw materials and of plants 
processing those raw materials. They have reached out for owner- 
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ship of related industries. They have started their own transporta- 
tion systems. In short, they have gone in with a vengeance for verti- 
cal integration. Retail chain stores have done the same thing more 
or less in reverse, reaching back through wholesaling and processing 
to ownership of even livestock on the range. 

So, said the farmer, why shouldn’t I do the same thing. And it 
is a little hard to understand why anyone questions the logic of the 
farmers’ cooperative as a means of reducing cost, and adding to the 
efficiency of agriculture in the same manner as industry has always 
done. 

ENLARGING THE SCOPE OF AGRICULTURAL INCOME 


In this process of reducing costs and adding to the efficiency of agri 
culture, one very important result has been achieved which is not 
always noted. Farmers have, to a degree, freed themselves from ex- 
clusive dependence for their income upon the sale of the raw crop at 
the farm fence. They have added to the income of agriculture and to 
the income of rural and small American communities some of the 
margins that used to be taken out of agriculture and piped off to the 
big financial centers. Some of the income from ownership of oil re- 
fineries and wells, some of the income from the insurance companies, 
some of the income from the farm loan business, and some of the 
income from all the other lines into which cooperatives have entered 
has been recaptured by our primary producers and by our primary 
producing areas and added to what we call farm income. Th is is net 
gain toward ultimate solution of our agricultural problem. And along 
with this has gone a renewal of local ownership of many an industry 
that a few years ago was on the road to absentee ownership outside 
our local communities. In other words, cooperatives are a good thing 
for America 

And now is the time when they should be encouraged in every —— 
way to grow and expand still more. For the extent to which that 
happens “will be the measure of the reduction of both the size and the 
severity of the problem with which this committee must deal. Conse 
quently, it should be the policy of the banks for cooperatives to con- 
sider Joan applications not alone from a cold-blooded banking point 
of view but also from the standpoint of the desirability of expansion 
of cooperative activities. It should be the policy of Congress to see 
that there is adequate power available from Hells Canyon Dam, for 
example, to enable cooperatives to develop the deposits of fertilizer 
ingredients which they own. 

That could mean a savings of $8 a ton on fertilizer if they could be 
developed. 

It should be the policy of Congress and of the Rural Electric 
Administration to see that there is an adequate supply of power from 
more than one source of supply to meet the growing dem: ind for elec- 
tric energy on farms. And there should be forthright advoe: acy of 
cooperatives by all those in a position to influence public opinion— 
especially by those who want to see less dependence on Government 
programs. 

Especially is this important from the standpoint of the small- and 
medium-sized farm. The great big one may be able to afford the new 
expenditures for increased efficiency which modern agricultural meth- 
ods demand. But the only way the smaller farmer can do this is 
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through cooperatives. So cooperatives are absolutely essential factors 
in accomplishing the second objective I spoke of at the beginning— 
namely, preservation of the traditional pattern of American 
agriculture. 

CENTRAL CONTRIBUTION OF COOPERATIVES 


Perhaps what cooperatives of all sorts have mainly to contribute 
to the solution of our problems today is to enable a lot of little people 
to share in reasonable ownership of the kind of big economic organiza- 
tions which our present-day economy seems to require. 


THE DIFFICULT FOURTH ELEMENT—SURPLUS 


Now I know what some will say—or at least will think. “Well, 
what you say is all very well. But the fact is we are up against a 
problem that still persists. Despite all that cooperatives may have 
done, farm income 1s down to about 91 percent of parity and the low 
income of agriculture is threatening once again the prosperity of the 
rest of the economy.” 

The main reason this is true is because we have not made enough 
progress with the fourth constructive measure which I listed earlier. 
That is expansion of the market for and use of our farm products. 

The most important factor in this regard is the prosperity of our 
industrial economy, the full employment and high income of con- 
sumers in the United States. For this is where the largest and the 
best market in the world exists today. If unemployment increases 
and consumer income declines farmers will be in even more serious 
trouble than they are at present. The American people are today the 
best fed people the world has ever known. The first and primary eco- 
nomic interest of the American farmer is to keep them that way and 
if possible to improve still more the dietary standards of our country. 
But at present this is not enough. Our agriculture produces more 
than regular markets at home will take. So it must be said that a 
full solution to the problem of American agriculture depends upon 
our developing and using more and better ways of getting more food 
into the stomachs of more hungry people and more clothes onto the 
backs of more naked ones. Every bit of research that is done toward 
developing new markets and new uses for our agricultural products is 
along right lines. The remarkable accomplishments of some co- 
operatives in developing new byproduct uses for crops represent great 
gains. For example, the citrus fruit cooperatives have constructed 
plants and invested large sums of money to convert increasing portions 
of our crops into well-preserved juice, canned fruits and juice, and 
other byproducts which have not only increased returns to farmers but 
given consumers better and more useful foods. I suppose we will 
never get to the place where vigorous and continuous work along these 
lines will not constitute an integral and most important part of the 
solution of our agricultural problem. We haven’t worked at this nearly 
as hard as we should have, particularly if we fully accept the idea that 
our hope lies not in discouraging production but in expanding con- 
sumption of our farm products. 

I sometimes think we make a lot more fuss and get a lot more 
excited about so-called surpluses than we should. Certainly we must 
always provide, wherever we can, for maintaining sufficient reserves, 














LONG RANGE FARM PROGRAM 3579 


in accordance with the ever-normal granary idea, to guard against 
natural disaster or the possibility of the tragedy of another war. 
Anyway, it is a lot better to have too much food and fiber than to 
have too little as most of the people of most of the countries of the 
world can tell us out of their own bitter experience. The only thing 
is that the people who produce this abundance ought not to be pen: al- 
ized for so doing. 

Nonetheless, it is, I suppose, the surplus over and above what our 
normal domestic market will absorb that is the core of the problem 
If a way could be found to move that surplus fairly promptly into 
consumption then we would have added the fourth key element in 
our overall solution. 


WAYS TO INCREASE CONSUMPTION AND MARKET 


Each day we read of the stark need that exists in many parts of 
the world. Frequently we see articles about how the increasing popu- 
lation of the world will soon be pressing hard against available food 
supplies. So it seems that we certainly ought to be smart enough, 
as long as there are hungry people, and as long as we are in a world- 
wide struggle with communism which feeds on hungry people, to 
find ways to move these so-called surpluses, some way, into consump- 
tion. One of the most logical ways to do this is through our own 
school-lunch program which I am proud to have had a part in estab- 
lishing when I had the honor to be a member of this committee. I 
cannot help noting with deep satisfaction how much emphasis is placed 
on that program in the bills sponsored by the present administration 
and by congressional leaders. As long as there are agricultural sur- 
pluses there should not be a hungry child in the country. Further- 
more, it is doubtful that people living on old-age pensions have entirely 
adequate diets and almost certain that families whose breadwinner is 
out of work do not. Might not food stamps, good for expenditure on 
surplus items, be given such people along with their social-security 

checks as a further means of being sure that our agricultural pro- 

duction moves into consumption where it will do the most good. 
These measures should make a good start. But it is doubtful that 
they solve the whole problem. 

Again, much as such an act may appeal as a measure of simple hu- 
manity and as a measure to check communism we cannot solve the 
problem, either, by suddenly giving all the surplus away to nations 
abroad. There are times when exactly that might be the wisest policy 
of all. But such things must be done with careful consideration of 
their effect upon the receiving nations and must not undermine rela- 
tions of mutual respect. Use of private agencies like CARE for such * 
purposes would seem to recommend itself. 

Of course, the whole foreign-trade policy of this country is in- 
volved in this problem of expanding consumption of our farm prod- 
ucts. So, in my opinion, is the whole complex of monetary and ioe al 
policies including the convertibility of currencies, and the tying 
of money supply in this and other countries to the debt instead of 
the credit of the people. In the end nothing short of a raising of the 
living standards of tens of millions of people in many countries will 
provide a full and adequate answer. So the technical-assistance pro- 
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gram has a great deal to do with the future of agricultural problems. 
Some of these are long-range considerations, of course. 


A PROPOSAL 


But there is one thing that might be done immediately and which 
might go a considerable way toward solution of the surplus prob- 
lem. The greatest barrier to our export trade in agrictural com- 
modities is the fact that foreign countries do not have dollars with 
which to pay. Why not eliminate this barrier by simplifying and 
rationalizing at least a part of the foreign-trade problem? Why not 
permit the cooperatives of this country to engage in direct barter 
transactions with other countries! If this were done a very con- 
siderable part of what we now regard as surplus might disappear. 
Remember these cooperatives belong to and are controlled by their 
members. They will have an interest in protecting their members’ in- 
comes and also in moving the surplus. These two considerations will 
balance one another and should lead to wise judgments. 

It might, I suppose, be necessary to establish an approved list of 
commodities for which our farm surpluses could be exchanged. But 
since the cooperatives would have to dispose here advantageously of 
whatever they obtained in exchange they would be unlikely, to say 
the least, to bring in things of which we already have a superabun- 
dance. There are, however, a good many commodities of which we do 
not have enough. Some of the metals, for example, including some 
of the most strategic ones. Some of these could prudently be stock- 
piled, if indeed this is not already being done. These could be pur- 
chased from the farm cooperatives by the Government as well 
purchased abroad. This is only one example. There must be many 
more commodities of which other countries have a surplus, which 
would find a ready market here, and for which our surplus farm 
products could be exchanged on an equitable basis involving mutual 
advantage and self-respect. 

If such a plan as this began to work it might lead to broader and 
broader use of these private cooperative agencies as the means of tak- 
ing the surplus removal problem off the shoulders of the Govern- 
ment. I donot know. But I do think it is worth earnest considera- 
tion whether in this highly organized and highly complex world we 
are not overlooking some of the simpler answers—answers like ex- 
changes between peoples and peoples institutions of things one of 
them has in abundance and of which the other has a need. 

I am much obliged, Mr. Chairman. 

Mr. Anpresen. We thank you very much, Mr. Voorhis, for your 
statement. 

The committee will stand adjourned until 1:30 o’clock. 


AFTERNOON SESSION 


(The committee reconvened at 1:30 p. m., pursuant to recess.) 

The Cuarrman. The committee will come to order. 

Mr. Lincoln, we will probably have more Members here a little 
later, but I believe we should go ahead. We have other witnesses, and 
the House is very likely to have some quorum calls or rollcalls later. 
We may have to break up the meeting again. 

I am sorry we do not have more Members here. 





LONG RANGE FARM PROGRAM 3581 


STATEMENT OF MURRAY D. LINCOLN, PRESIDENT, THE COOPERA- 
TIVE LEAGUE OF THE UNITED STATES OF AMERICA 


Mr. Lincoin. That is all right with me, Mr. Chairman. Probably 
the most mannan ones are here, anyway. 

Mr. Cootxy. Thank you, sir. 

Mr. Lincoitn. Shall I go ahead? 

The CHairman. Yes; if you will. 

Mr. Lixcoiy. Mr. Chairman and gentlemen of the committee: My 
name is Murray D. Lincoln, of Columbus, Ohio. I am appearing 
here as president of the Cooperative League of the United States of 
America. Iam also president of CARE—the Cooperative for Ameri- 
can Remittances Everywhere—and of the three Farm Bureau insur- 
ance companies of ¢ ‘olumbus. In addition, I operate a thousand acres 
for dairying and grain farming. 

I think it might be of interest for you to know, too, that I was one 
of the first county agricultural agents in New England, one of the 
first full-time agricultural agents to work for a bank, and the first 
executive secretary of the Ohio Farm Bureau Federation, in which 
capacity I served for 28 years. I was on the board of the American 
Farm Bureau Iederation for 6 years, and the only lay representative 
of agriculture on the five-man American delegation to the first United 
Nations Conference on Food and Agriculture in 1943. 

You should know, too, that 1 am on the board of the International 
Cooperative Alliance, a federation of national cooperative organiza- 
tions from countries all over the world. The Alliance, like the United 
Nations, includes Russians in its membership. I think I ought to 
mention that now, in case some investigating committee wants to try 
to make something of it. 

Lastly, I am president of the Freedom Fund, a foundation organized 
by the Cooper: ative League to solicit funds from American cooper- 
atives to help war-damaged co-ops in other countries. 

I list these various connections and interests not, of course, to try 
to impress you but rather to make it easier for you to know the kind 
of critter you have here. In addition, I believe it may help make 
my comments and suggestions more understandable. 

One thing I am sure of as I begin to talk with you. I know that 
there is not just one single high road to heaven, There are many 
roads. Believing that as I do, I cannot say I bring to you the one 
single cure for our present farm difficulties—but I do believe that I 
bring something which may help us all in this crisis. 

This is a farm crisis because our present farm policies have failed 


to produce the results expected of them. There is no blame on any- 
body, but I think we are beginning to realize it. Actions which we 


once supposed would bring solutions to our problems have not with- 
stood the tests of adversity. 

Because this is so I am asking that we here today take a new look at 
the problem. The new look which I propose is not in the field of de- 
struction. It is in the field of construction—of farmers, of food, 
and fiber. 

What is the think that stands out as we take this new look? The 
dominant thing is that we see is that the purpose of agriculture is to 
grow food and fiber—and food and fiber are for people to consume. 
That is obvious to anybody. 
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That is a simple and an obvious idea, yet when you think about it 
you see that it leads to the creation of a national food policy instead 
of to the present notions of national farm policy. 

What are the differences between a national food policy and the 
present national farm policy ? 

Well, a national food policy starts with the food instead of the 
farmer and benefits both the producer and the consumer, and a na- 
tional food policy starts on the premise that it is Government’s re- 
sponsibility, as much as anything else, to see to it that every person 
can get the maximum amount of food at the lowest possible price. A 
national food policy would not try to emulate King Canute and order 
the tide of plenty to halt. 

To me, anyway, it is unthinkable that we should regard the farm 
problem as one of surpluses or overproduction and therefore mis- 
takenly try to figure out ways not to produce so much food. That 
is the scarcity way, and while reducing or stopping production may 
work to some extent where business and labor are concerned, it just 
is not natural and it will not work with farmers any more than King 
Canute could make it work with the tide. You cannot tell a cow to 
stop giving milk for 90 days, without ruining her. You canont ask : 
bred sow to postpone the birth of her litter until a more favorable 
market comes around. And once planted, and given proper weather, 
crops have a way of coming on whether you want them to or not. 

The problem is not how to constrict and restrict all this growing— 
all this plenty—but how to use it so that it benefits everybody. In the 
words of the Bible, of Deuteronomy : 


Here thou shalt eat bread without scarceness; thou shall not lack anything. 


All through the ages man has prayed for just such a time as this— 
for an age of plenty. Now, for the first time anywhere we in this 
blessed country have arrived there. Is that entry into the promised 
land then to be a signal to fill caves with cheese, to cram warehouses 
with butter, and to load ships taken out of mothballs with grain? 
Down that road lies not rejoicing but breadlines where hungry people 
stand knee deep in wheat. 

To be defeated by our plenty is to sin—and a sin does not become a 
virtue even when it is made part of a farm policy. 

It seems abundantly clear to me that now—in this era of plenty— 
now is a time for rejoicing and that we can do once we fashion a food 
volicy that will bring to our people and to the people of the world the 
tos’ A of our great discovery of plenty. 

In the context of plenty all our attempts to solve the farm problem 
must benefit the whole economy—all the people, not just some of them. 
As a matter of fact, all the people, not just the farmers, are involved 
in this matter of a food policy. First and fundamentally, all people 
are involved as consumers and that is clear. 

Whether the food business is prosperous or depressed affects almost 
everyone. Nearly 40 percent of our total working population is in 
agriculture or related industries—10 million on farms, 6 million pro- 
ducing for and servicing farmers, and 9 million processing and dis- 
tributing farm products. These people are directly affected and— 
just as important—national prosperity depends on their well-being. 
A national food policy can and should protect everybody. 
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When your wife, or mine, goes to the grocery store, she makes her 
contact with this business of food. She does not do business with the 
farmer and, for that matter, neither does the grocer. The grocer is 
only the last link in the chain of food production and distribution. 

The grocer buys from the processor and the packer. Everyone of 
these are middlemen, ntomneell iaries between the farmer and the house- 
wife. But the important point is that they are as much in the food 
business as is the farmer, and a food policy must be comprehensive and 
include them. That is probably different from what some of our farm 
groups will agree to. 

That is also true of the manufacturers of fertilizer, of chemicals, of 
steel, and of the makers of electric power, and of the refiners of oil. 
How much these enterprises are part of the food business comes up 
clear in the fact that the farmers’ biggest expenditures are for these 
items. In our time farm implements, electrical appliances and the 
fuel for them are as much the raw materials of farming as are fer- 
tilizer and seed. 

The point is that if it is a food policy we are concerned with, we 
must be concerned with all of these enterprises. And we must assure 
that all do well, including the farmer. Each one now has some sort 
of protection. 

Business has its tariffs, its fair-trade laws, its tax-depletion allow- 
ances, and its fast tax writeoffs. (Since Korea, rapid writeoffs have 
covered 61 percent—$16.8 billion—of the total cost of new defense 
facilities.) Labor has its guaranteed minimum wage, unemployment 
insurance, and other guaranteed benefits. Farmers have their price 
supports and production controls. 

It is good that all these groups should have these legal protections 
and benefits; and it would be even better if the benefits were more 
nearly balanced; with corporate business getting only a fair share 
instead of the lion’s share. But when we think in terms of a national 
food policy we must think first of ways by which to get food to people 
and that means we must seek to eliminate bottlenecks wherever they 
exist. 

A business indulging in a monopolistic practice—rigging the price 
and limiting the supply—creates such a bottleneck. Labor, when it 
featherbeds or uses some other restrictive practice, creates another 
bottlenack. And the law which makes it more profitable for the 
farmer to grow an unneeded crop for the warehouse and the Govern- 
ment loan—than to grow a needed food for the consumer—creates still 
another bottleneck. 

This does not mean I am here to advocate the immediate end of 
Government subsidies. Government subsidies, which benefit the whole 
economy as well as the subsidized group itself, are still in order. And 
I think it is pretty well agreed that farmers are one group of people 
who deserve governmental favors, for they will return those favors to 
the rest of the economy in the form of food, purchasing power, and a 
stronger, healthier country. Maybe that is true of others, too. 

For the short pull, the main question is not whether to subsidize 
agriculture, but how to do it with the most benefit to the whole coun- 
try. In that framework, I think the evernormal granary principle 
for storables is basically sound and should be retained. I do not know 
that we could ever get a parity formula that is adequate—I do not 
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believe we can—but it does no harm to use it as a measuring stick. 
And whether our present farm program machinery is right or wrong, 
I would keep it until we can replace it with a food program which 
will be a better apparatus. I do not think it is wise to make drastic 
and sudden changes in it during the current price squeeze. It does 
seem to me, though, that—again with the general welfare in mind— 
some kind of produc tion payment plan for perishables would be ad- 
visable. It would have the advantage of letting prices seek their 
natural levels and there would be no need for production controls 
or any scarcity program. And it would make available a plentiful 
supply of nutritious foods for better consumer diets. 

But that does not do away with the bottlenecks—such as you 
know must be there when you read that wholesale food prices are at 
a Syear high though farm prices have dropped consistently during 
that period. On the face of it, some part of the food business on the 
processing and distributing side is obviously doing better than ever 
because of bottlenecks it is able to impose on the flood of food from 
the farmer to the housewife. 

And there is proof also that bottlenecks are also paying off for the 
other side of the food integration picture—that side is where the steel, 
the fertilizer, the oil, and the electric power are supplied. 

In the last year, farmers realized only 3614 percent of their gross 
income as net income; the smallest percentage of any year since 1932, 
Those of us, Mr. Chairman and gentlemen, who went through the 
1920’s, have serious feelings about what is starting to go on right now 
again. 

This is shorthand for saying the farmer had to pay out the same 
number of dollars to buy machinery and supplies as he had to pay in 
better years—and it took more of his diminishing income to do it. 

[ agree with what Mr. Voorhis said. I know on my farm as prices 
go down the fixed costs stay up, and all you are going to do is to pro- 
duce more rather than less, so I do not think it will solve this surplus 
prob lem. 

There is, I think, one immediately available way by which to get 
food to people without these bottle necks, which means they will get 
it at. lower prices even while the farmer gets a fairer share of the whole. 
I do not hold that my way is the only way, but I contend that for the 
creation of a proper national food policy—which seeks a way out of 
the scarcity and surplus—my way, the use of cooperatives, deserves 
not only a hearing but a larger-scale test than ever before. Coopera- 
tive business can be an integral part of a national food police Sy: 

Cooperative businesses are ideally suited to the job of ‘fulfilling 
farm needs as well as the needs of this era of plenty and the con- 
sumption of surpluses. Cooperative laws make it impossible for a 
few stockholders to control them or exploit them. In most coopera- 
tive businesses no person can own more than 5 percent of the total 
voting stock. Each member-stockholder gets one vote—and only 
one—in electing directors and determining policy. And, note, he 
has and can exercise that vote without larger stockholders manipu- 
lating him into silence, as has been known to happen in corporate 
businesses. 

In a cooperative business each stockholder gets a limited amount 
of interest (or dividend) on his invested capital. Cooperative busi- 
nesses—again by law—must make patronage refunds in proportion 
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to the use each patron makes of his co-op. Earnings cannot go to just 
a few. My first major point I would like to emphasize is that no 
other legal form of corporation meets these simple but significant 
qualifications. 

Cooperative businesses are by no means a cure-all for farm or 
other economic ills. But their legal structure goes far toward guar- 
anteeing that the benefits of cooperative action are reflected in real 
income. And I might mention that the late Senator Taft, though 
he did not always see eye to eye with me, did share my conviction 
on this point. “The cooperative movement,” he said, “has made 
great strides and cut down the margin between the producer and the 
consumer. It should be encouraged still more by legislation and by 
sympathetic Government assistance.” I might remind you, too, that 
only this year, Secretary of Agriculture Benson declared: 

Farmer cooperatives now are accepted as an important part of our free enter- 
prise system. 

Well, a good many other people think a lot of cooperatives, too. 
In 1951, the last year for which complete figures are available, 3 mil- 
lion farmers had invested more than a billion dollars in their coopera- 
tive business. The Farmer Cooperative Service of the Department 
of Agriculture reports that this investment was almost four times 
that of 1936. Today 1 out of every 2 farm families holds owner- 
ship in his own cooperative business. This is in sharp contrast with 
corporate business. The majority of the stock in all United States 
corporations is held by only the top one-half of 1 percent of the 
population—those with incomes of $25,000 and over. 

Right here, let me tell you the Welch grape juice story. You may 
say that is not significant to solve the world’s problems, but I think 
it gives us the key. I have said for a long time that what the farmers 
need to do is to have control of the price-making mac hinery. Not the 
price-fixing machinery, but the price-making machinery. 

This is the significant thing. The Welch grape juice story shows 
how farmers can acquire ownership of facilities for distributing their 
products from corporate business and thereby benefit everyone con- 
cerned. For 3 years now, the 4,500 members of the National Grape 
Cooperative Association have been engaged in the process of becom- 
ing owners of the Welch Grape Juice Co. The transfer of owner- 
ship will take place under an agreement which requires the Welch Co. 
to turn over to the ¢ ooper: ative the entire net earnings of the company 
up to August 31, 1957, and 40 percent in subse quent years, in the form 
of 20-year promissory notes of the company. The cooperative, in 
turn, distributes allocation certificates to its members. 

As soon as the Welch promissory notes issued to the cooperative 
reach $15 million, the Welch Co. is to transfer all of its assets to a 
company controlled by the cooperative. This would be done at cost, 
plus 1 percent of net sales for 10 years or whatever time the name 
“Welch” is used. During the first year the contract was in operation 
cooperative members got. $90 a ton for grapes in cash and $38.67 in 
allocation certificates, or a total of $128.67. For the 1952 crop the 
cash price was $95 a ton, and the allocation certificates amounted to 
$55.53 or a total of $150.30. This represented a total return to the 
farmer of more than half as much again as he would have received 
in the open market. 
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After 3 years of operation, the cooperative has accumulated more 
than $8 million of the $15 million needed to acquire ownership of 
the Welch plants. With expanded membership and rising sales, the 
cooperatives can probably buy the company within 2 more years. 
Welch’s president points out: 

This program enables more people to enjoy a real participation in ownership 
and profits. It is free enterprise at its finest, a living proof that American 
capitalism can give men security and freedom, and is therefore in itself a 
complete refutation of Marxism. 

Well, that is the way a cooperative business is helping the grape 
growers who own it to increase their income and to boost their stand- 
ard of living. And it just occurs to me that if it is a good idea for 
grape farmers, it ought to be equally smart for, say, dairy farmers. 
Take the National Dairy Products Corp. I figure that the same 
kind of a program would enable a cooperative business set up by 
milk producers, to buy all of the corporation’s equity shares (at book 
value) in less than 314 years, or at the current market value in less 
than 614 years. It would take about a year longer to buy all the 
equity shares of the Borden Co. at market value. I only give that 
asanexample. ‘They have not offered to sell. 

And it might also just be that if farmers could have the oppor- 
tunity to acquire ownership along these lines, the need for farm sub- 
sidies would not be nearly so great. 

Cooperative business helps to market farm products more eco- 
maeeseniy and that is a cardinal need for a national food policy. 

Cooperative business aims to move the product to the consumer at 
the lowest possible cost with the least possible waste all along the 
line. C ooperativ e businesses already sell directly to consumers, and 
where they do there is no price spread problem—nothing of the sort 
of bottlenecks so obvious in the corporate distributing setup in which 
food prices go up while farm prices go down. 

Take the Welch gr: pe juice situation. Jack Kaplan made $1.9 mil- 
lion the first year, $3.5 million the next year, and probably another 
$3.5 million the next year. He would have had to pay 90 percent 
or more out to the Government, and then the Government would take 
it and through the PMA and all the other alphabetical groups would 
distribute some of it. Iam not disagreeing with that. 

When they get this amount for the grapes they do not need some 
of these subsidies. Whether or not the grape juice area is a good 
one I am not so sure, but I do not think we will know what we 
can do until we try it on a broader basis. 

Mr. Cootry. May I interrupt you for one moment ? 

Mr. Lincoxtn. Yes, sir. 

Mr. Cootny. You think you could take the Borden Co., if it were 
= ned by the farmers, and they would take the profits of the Borden 

Co., like those who purchase into the Welch Co. would take the profits 
of the Welch Co. How far would you carry that philosophy ¢ 

Mr. Lincoin. What do you mean? 

Mr. Cootny. If the farmers acquire the Welch Co., and the milk 
producers acquire the Borden Co., and the cotton producers acquire 
something else, how far would you carry it? 

Mr. Lincoun. Mr. Congressman, I would go just as far as it is 
economically feasible and necessary to go to find out whether or not 
we can make some real contributions in cutting down the costs of dis- 
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tribution of farm products. So far as I know it is the only voluntary 
method. 

Mr. Cootny. Even if you cut down the costs of distribution—and 
I am in favor of cutting down the cost of distribution—still you must 
maintain farm purchasing power to buy the things of industry, if 
you are going to keep industry employed. Industry must be employed 
if agriculture is to be prosperous. Both agriculture and industry must 
be employed if the Government is going to pay its debts. 

Mr. Lincotn. We are not cutting down on that, Mr. Cooley. 

Mr. Cootey. On what / 

Mr. Lincotn. We are not cutting down on employment. 

Mr. Cootry. I know, but what you are advocating in a degree is 
that the farmer take over all the industries that process those com- 
modities. 

Mr. Lincoun. Processing and distribution, insofar as it is economi- 
cally feasible and we can find ways and means of demonstrating it 
would be some good. 

Mr. Cootry. I am thinking about how far you would go with that 
philosophy. 

Mr. Lrncoin. I do not think anybody knows, and I do not think we 
need worry about that now. 

Mr. Cootry. We have some cooperative tobacco warehouses. 

Mr. Lincoun. Yes. 

Mr. Cooney. We have some cooperative gins. We have some co- 
operative processing plants. If it is carried out to the ultimate degree 
and the farmers actually acquire through cooperatives all of the proc- 
essing plants of the country, I am just wondering what our situation 
would be. 

Mr. Lincouin. No. 1, I do not think you have to worry about that 
much yet. No. 2, it is all to the direction of not duplicating any of this 
machinery or making more, by giving it over into the hands of the 
farmers, to see whether or not we can return more to them than they 
are now getting. 

Mr. Cootry. You are not suggesting any new arrangement in the 
distribution system other than the ultimate ownership? 

Mr. Lincoun. Oh, yes. 

Mr. Cootny. What? 

Mr. Lincotn. Then you did not quite understand what I read just 
yrevously. You are putting it first in the hands of the farmers. 
= are making a limited dividend. 

Mr. Cooter. I understood all of that. You would cut these corpora- 
tions out of the high tax brackets, and that would be passed back to 
the farmers in dividends. 

Mr. Lincotn. Yes, sir. 

Mr. Coorry. I can go along with the cooperative movement. I have 
been in favor of the cooperative movement. 

Mr. Lincoxtn. Yes, sir; we know that. 

Mr. Cootry. How far will you take it? It seems to me you want 
to take it into all of the processing plants, which actually ends up by 
putting the farmers into industry at some stage. 

Mr. Lincoin. Let me say we want to go just as far as we can for 
a bigger demonstration of this than we have ever had before. 

Let me go on for a minute, and then come back to that. 

Mr. Cootry. All right. 
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The Cuamman. Let me ask you a question right there. 

You have mentioned the Welch grape juice transaction. You say 
this is going to result in a lowering of the cost of distribution. Does 
that necessarily follow? How will the ac quisition of the Welch 
Grape Juice Co. by the cooperative result in a reduced cost of dis- 
tribution ? 

I can see that it will transfer some of the profits that have been 
made by the manufacturer to the farmers, eventually. 

Mr. Lincotn. Yes. 

The CuatrMan. But is it actually going to result in a reduction in 
the cost of distribution ? 

Mr. Livcorn. I think so, Mr. Hope, for this reason: Just as soon 
as by the process we are now following these plants are paid for, the 
capital cost is written down, then they are in the hands of the farmers. 
Then you do not have the same thing that you have had under Mr. 
Kaplan’s operation, in which he was trying to make the most money. 
The first thing is that the proceeds go to a larger number of farmers. 

Mr. Cootey. Where do the taxes come from ? 

Mr. Lincotn. I knew that was coming. 

Mr. Cootry. Yes. 

Mr. Lixcotn. No. 1, you perhaps eliminate some of the needs of 
subsidies. 

Now there is only one place, Mr. Cooley, that any tax comes from. 
That question came up in the Senate the other d: ay. Corporations do 
not pay taxes. Iam sure you will agree with me on that. 

Mr. Cootry. What? 

Mr. Lrxcotn. Corporations do not pay any taxes. 

Mr. Cootry. Corporations do not pay any taxes? 

Mr. Lincoin. No, sir. 

Mr. Cootry. What are you talking about ? 

Mr. Lincotn. They collect taxes. 

Mr. Cootry. Good gracious me alive. They collect it and they pay 
it. You might say that I collect my taxes, but I pay them. 

Mr. Lincotn. No. The individual is the only fellow who pays 
any tax. 

Mr. Coorry. If a person puts his money in the corporation, then 
the corporation pays a tax. When the dividend is declared, the stock- 
holder receives the dividend and he pays a tax. 

That is exactly what we had on the floor last week, where we con- 
tended this was double taxation. 

Mr. Lincotn. That is right. 

Mr. Cootry. You might say that all taxation is in a degree double 
taxation. 

Mr. Lincotn. Ultimately, of course. 

Mr. Kine. Will the gentleman yield? 

Mr. Cootry. I think Mr. Lincoln wants to finish his statement. 

Mr. Lincotn. Ultimately, of course, it has to come out of the in- 
dividual consumer, the individual taxpayer. 

Mr. Cootry. That is a difference in philosophy. Mr. King has a 
different philosophy. 

Mr. Krwea. I think you are entirely right. 

Mr. Lincotn. Thank you, sir. 

Mr. Kine. All taxes eventually are paid by the people who work. 

Mr. Lincoxin. Yes, sir. 
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Mr. Kine. But is not the motive in this transaction on the part of 
Mr. Kaplan a desire to get his profit in the form of capital gains to 
save taxes ¢ 

Mr. Lincotn. That is right. 

Mr. Kine. So in selling this plant he got several years’ profit in 
advance over the actual valuation there. 

Mr. Lincoin. That is right. 

Mr. Kine. Which he could account for on a capital gains basis. 

Mr. Lincotn. Mr. King, that is the only reason you can buy these 
companies right now. If they could get their money out on the basis 
of income they would never sell. That is the reason why I think 
this is the time to get the farmer into it. 

Mr. Kine. Surely. The grape growers take over that company at 
a valuation of $15 million, with an actual value of probably $10 million. 

Mr. Lincoun. Yes. 

Mr. Kine. So if you followed that thing very far the Government 
would have to change its tax attitude toward cooperatives, because 
there must be a source of tax money. 

Mr. Lincotn. You cannot do it, Mr. King. 

Mr. Kine. Why not? It can very easily be changed. 

Mr. Lincoin. Because you cannot collect money if you do not 
make it. 

Mr. Apernetuy. Will the gentleman yield ‘ 

If they do not make it, who is going to pay the taxes? That is 
getting us back to where we started. 

Mr. Lincoitn. Why are you collecting taxes today? To do a lot of 
things that people ought to do for themselves. If labor got more 
money and the farmer got more money and the businessman got more 
money you would not have to collect taxes to do the things you are 
trying to do today. 

‘Mr. Coorry. You have billions and billions of dollars already 
accumulated. 

Mr. Lincotn. For what? 

Mr. Cootry. For the debts that have to be paid, with taxes. 

Mr. Lincotn. You know that better than I do. That is all right. 
The individual is going to pay the taxes in the final analysis, anyway. 

Mr. Anerneruy. But you just said he did not make anything. 

Mr. Cooxey. He said the cooperative would not make anything. 

Mr. Lincoun. I said that if the farmer got more and the labori ing 
man got more = the businessman was more prosperous we would not 
have to take a lot of money away from some people and try to find 
a way to put it back with the farmers or the laboring man or the 
businessman. 

Mr. Cootry. You are not terribly concerned about the subsidy agri- 
culture is receiving now? 

Mr. Lincotn. No. Ihave 2 or 3 more points here, please. 

Mr. Cooter. Go ahead. 

Mr. Lincotn. This is just what happened over in the Senate. We 
got to arguing on this tax thing. — ' 

The Cuarrman. I think Mr. Lincoln has been interrupted and has 
not completed his answer to my question. 

Mr. Lincoun. I am willing to answer them. 

The CuHarrman. How are you going to reduce the distribution cost 
by shifting the ownership ? 
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Mr. Lincotn. That is No.1. Then I go on to say why cooperative 
business does these things. 

The Cuarrman. Have you fully answered my question ? 

Mr. Lincoin. No, not yet. 

The Cuarrman. As to how it is going to reduce the cost of distribu- 
tion ¢ 

Mr. Lincotn. Let me go on. 

The Cuatrman. All right. 

I have read Mr. Lincoln’s statement. I think he does answer some 
of these questions as he goes along. We would probably save time in 
that manner. 

Mr. Asprrneruy. Mr. Chairman, I want to ask one question before 
we close this colloquy. 

The CuHarrman. You mean on the tax question ? 

Mr. ABerNeruy. Yes, sir. 

The Cuatmrman. Let us not belabor that too much. 

Mr. Asrrnetuy. No; I will not. I would just like to know if you 
would apply this same philosophy to all industry, and just let all 
industry eventually belong to the workers? Would you apply it to 
the automobile industry or the railroad industry or to any other in- 
dustry in this country and let those who perform the work, the labor 

in the plant, do the work as well as own the plants? 

Mr. Lincotn. I do not know how far you would go. 

Mr. Apernetny. I do not, either 

Mr. Lincotn. Wait a minute. 

Mr. AserNetuy. I am not willing to go as far as you are, unless 
you can give us a better answer than you have so far. 

Mr. Lincorin. Is there any reason why farmers and laborers and 
other people should not own the tools of production, as well as letting 
anybody else do it? 

Mr. Anernetrny. I just want to know if you have an answer to my 
question. You have asked me a question. 

Mr. Lincoxin. I think in that answer I answered your question. 

Mr. Anernetuy. You said you do not know. 

Mr. Lixcorn. T do not think anybody knows how far we would go. 
All I am suggesting, Mr. Congressman—— 

Mr. Anernetuy. I do not want to carry this on too long. Would 
you advocate the worker ownership of any industry in this country ? 
You have already advocated the ownership of the processing industry 
by farmers. 

“Mr. Linconn. Additional machinery. 

Mr. Anerneruy. Let me finish. You have already advocated 
farmer ownership of industry processing farm commodities. Now, 
would you advocate similar ownership of any other industry ? 

Mr. Linxcotn. I do not see why the individual farmer or the indi- 
vidual laboring man—— 

Mr. Anerneruy. I am not talking about the farmers now. 

Mr. Lrvcoin. Or the individual citizen should not own industry, 
as he does today; but he does not control it. In our scheme a man 
owns it and controls it. 

Mr. Jones. He has the opportunity. 

Mr. Lincoin. That is what Iam saying. We want more of it. 

Mr. Jones. He has that opportunity now. 
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Mr. LincoLn. Well, the cards are stacked against him, sir. 

Mr. Kine. Is it not all a question of efficiency, and which system 
would really do the best job of production ? 

Mr. Lincoun. I think I have this all covered. 

Mr. Kine. And which one is more efficient ? 

Mr. Lincotn. I think I have it covered. I am not so sure. 

One of our own insurance companies the other day loaned $4 million 
to a cooperative business known as American National Foods. For 
the first time they are taking over the American Fruit Growers, Inc., 
which has been a very successful agency to market fruits and vege- 
tables. They have 400 some odd offices around the country. 

Mr. Kine. Was your statement not about that same thing? 

Mr. Lincoin.. We have now loaned them enough money to take 
over the American Fruit Growers, Inc., which is an established fruit 
and vegetable marketing agency. So we have a national cooperative 
sales agency on that. 

Mr. Kine. I know about that. 

Mr. Lincoun. As I said, taking the pattern we had with Welch 
grape juice. 

Mr. Kina. I was interested in your characterization of them as a 
very efficient distributing agency. 

Mr. Linconn. I said we have ac ooperative distributing agency now, 
nationwide, which we never had before. 

Mr. Kina. It would be very interesting for you to go ahead and 
explain just how it is financed, too. 

Mr. Lincoun. Here we have funds pooled by 
farm and city people being invested to help farmers market their 
produce more efliciently so that, in the long run, it can lead to higher 
prices for the farmer and lower prices for the consumer; and that, 
gentlemen, is, I submit, what a national food — must do. 

We are going to find out whether we can do it on a broader scale 
than we have ever tackled before. 

Cooperatives—now, right now—do dozens of helpful things the 
realm of supply and distribution, but their greatest role, so far as this 
discussion is concerned is (1) in providing farmers at low cost with 
the goods and services hes need in order to farm—and so reduce the 
cost of producing food—and (2) in providing distribution machinery 
for delivering food to consumers at the lowest possible prices—and 
so helping to get our foods used up instead of stored. 

This means that cooperative business can be of help to the Nation 
in eliminating the payment of the half million dollars which it now 
costs us every day just to store our surplus and it means that coopera 
tives can also help to save some of the billions of dollars we spend in 
subsidies now. 

There are many who argue that cooperatives are some form of 
“creeping socialism”—that they have an unfair advantage in being 
free from taxes and that therefore they are not really more efficient. 
It is only, they say, cooperatives live on Government subsidy. 

How wrong this is I can explain in one sentence. No business pays 
taxes. They simply collect taxes from the consumer for the Govern- 
ment, and in this cooperative and corporate businesses are the same. 

3ut there are some differences between corporate business and cooper- 
ative business. It was corporate and not cooperative business which 
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got all—or nearly all—of the $16.8 billion melon in fast writeoffs which 
have been delivered since Korea. Corporate business—not coopera- 
tive business—gets the lion’s share of benefits of tariffs, depletion 
allowances, and fair-trade laws. If money saved by the Government 
is money earned, cooperative business serves both the National Treas 
ury and the national interest. 

But there is a bigger argument than that for boosting cooperative 
business. More or less facetiously, that argument is that co-ops can 
save the world. Ser ously, cooperatives m: ike owners. 

Every now and then one of my conservative friends says to me, 

“What are you trying to do?” 

] , fac ‘etiously, “Trying tos ave the world.” 

“How are you going to do it 2’ 

“By mi: iking everybody an owner of capital.” 

By the nature of the cooperative institution, these owners retain 
their right to determine policy and maintain their freedom of choice. 
Now. if you want to make a conservative out of someone, see to it 
that he has something to conserve. A farmer who owns his land 
has more reason to be conservative than a tenant farmer. You will 
not find people who have something to conserve turning to commu 
nism or any other radical “ism,” unless, of course, vou threaten to 
take it away from them. We think cooperatives offer a way to make 
responsible citizens something which was never more necessary in our 
Nation or in our world. 

Now please do not misunderstand me. I am not trying to tell you 
that all you have to do to solve the problem of the farmers is to make 
every farmer a member of a cooperative business. That would cer- 
tainly help, but Iam afraid the problem of the farmer is not quite that 
simple. In fact, my opinion is that the farm problem is part of the 
even tougher problem that is facing the world today—the “plenty” 
proble m. 

It was when I was a delegate to the Conference on Food and Agri- 
culture—and our good friend in the picture up there was our chair- 
man at that time—talking with economists, scientists, farm leaders, 
population experts, and specialists of all kinds from all over the 
world—that I first became aware of the plenty problem. I had not 
realized before that for the first time in human history, human beings 
have accumulated the experience and knowledge and the technology 
to make it possible to eliminate all the age-old scourges of ms ankind— 
hunger, poverty, disease, and insecurity. Arnold Toynbee, the his- 
torian, has put it this way: 

* * * our age [is] the first age since the dawn of civilization, in which people 
[have] dared to think it practicable to make the benefits of civilization avail- 
able for the whole human race. 

It has been shown clearly, I believe, in this one country that we 
have worked out this pattern for plenty here in the United States. 
We have learned how to integrate agriculture, industry, science, and 
technology so as to produce food faster than we produce people. 

Here is a chart that shows that largely in the United States, as you 
know, we are the one country, with one exception, in which we are 
producing food faster than we are people. That, to me, is very 
significant. 

It has been clearly shown that we have found out how to integrate 
agriculture, industry, science, and technology. To me, this is one of 
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the most world-shaking events in the history of mankind. Mr. Chair- 
man, I think that is the revolution that is going on in the world, and 
that we created it. The rest of the world wants to catch up with us. 

At the same time, this new-found productive ability has posed one 
of the biggest problems ever to face mankind—the proble om of figur- 
ing out a Way to distribute the abundance we ce how to produce. 
Nobody any Whes re needs to go to bed hungry. Agricultural experts 
estimate that if we were really to train our big science and technology 
guns on this problem, as we did in developing the H-bomb, we could 
hick it within 10 years. And we could do it without scaring ourselves 
nearly to death as we now seem to be doing on these other things. 

In fact, the taking on of the job of seeing to it that all people every- 
whe re are ab le to ac hie ve Pp le nity will vive us some needed friends to 
help beat down any mutual enemies. And when we have succeeded 
in bringing food and people together, we will have do he more to 
eliminate communism and insecurity, and to establish peace and hat 
mony, worldwide, than anything else I can think of. Maybe some- 
body else can. Meanwhile, our farm problem, as we know it now, 
will have vanished, too. It is with all this in mind that I venture to 
propose: 

I think you will all agree that in order to do this we must maintain a 
healthy, growing economy in America, and the sooner we gear it 
primarily to consumption rather than to production, the better it is 
going tobe. The core of any healthy economy is full employment and 


high consumer spending power. Better times for farmers go hand in 
hand with better conditions for the whole economy. And do not 


forget that purchasing power means nothing unless it is spent. It is 
easy to be fooled by the huge savings in banks. But that kind of pur- 
chasing power is not very strong when it comes to keeping our 
economy going. It must be e xpended, and that calls for a favorable 
economic climate, relatively free from stresses and strains and fears 
for the future, to spring our purchasing power into purchasing action. 
Right now economists are warning us that expenditure—government, 
business, personal—this year may be as much as $35 billion below the 
normal requirements for a growing American economy. That is the 
result of the Iowa study. It is a warning that should stir us to imme- 
diate action. 

We must study future production needs. We will need from 20 to 


29 percent more f: irm ace ction mM this country to feed our in abies 
population in the next 10 years. We will need more if we are to help 
ill-fed families in this country improve their diets. We will need 


far more if we work out plans for distribut Ing our foodstuffs to people 
of other countries. We must also get down to cases on costs of produe- 
tion, particularly investigating the bottlenecks in farm implements, 
steel, oil, electric power, and fertilizer, to eliminate rigged pric es and 
monopolistic practices. They bleed the farmer and penalize the 
consumer. 

We must make an intensive study of ways to expand the market for 
farm commodities at home and abroad. For the answer to the food 
problem lies not in contraction of supply but in expansion of the de- 
mand and of the market. We should look closely at possibilities for 
entering into barter agreements with other nations under which we 
would trade foods for raw materials or minerals. Roger Babson re- 
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cently came out and suggested a program of cooperative, rather than 
exploitative, investments abroad to develop foreign markets. The 
school-lunch program and food-stamp plans to get food to low-income 
people are other expansion plans which should be explored and acted 
upon more than they have. 

We thing particularly we must seriously study distribution costs, 
with an eye to narrowing the price spread between the farmer and the 
housewife. Such studies have been proposed from time to time—the 
Marketing Act of 1946 authorized one—but they have never been car- 
ried out effectively. Development of consumer cooperatives which 
could deal directly with marketing cooperatives would, it seems to me, 
narrow the price spread considerably. They would surely expose the 
hottlenecks imposed now in the distribution process and bring us closer 
to a national food policy. 

We must stimulate the use of cooperatives, for cooperatives are 
good and useful, not only for farmer, but for America and the world. 
They have already been of much help. I spent my life in developing 
them, some of them pretty successfully, but we have barely scratched 
the surface of their possibilities. One way to apply stimulation would 
be through credit. Despite existing facilities, the development of 
cooperatives is limited by credit resources. The farm credit system 
should promptly, prudently, and generously deal with cooperative 
requests for credit. That isa polite way of saying I do not think they 
have done what they ought to do. 

Cooperative businesses have proved their worth as agencies of 
distribution. I think if the 11 million Americans who own the coop- 
erative businesses of the United States were given the same oppor- 
tunities for fast tax writeoffs and for credit that other groups have, 
they could make a historic contribution to the distribution of the 
abundance we know how to produce. 

Let us not overlook the contributions that cooperatives, with gov- 
ernmental encouragement, can make in world trade. Indeed, if all 
of the world’s marketing and purchasing cooperatives could be 
brought together to work at the problem of facilitating world trade, 
much of importance might be done. I would like to suggest now 
that the United States, through its representatives in the United 
Nations Food and Agricultural Organization, ask the U. N. agency 
to call a meeting of the world’s co-ops as an aggressive, nongovern- 
mental attempt to solve this problem. 

Meanwhile, we have mounting surpluses of foods in this country. 
And here, again, I should like to remind you that the relief coopera- 
tive known as CARE stands ready to help alleviate that situation, 
in line with the provisions in title I of S. 3052. CARE, as you know, 
has distributed more than $160 million worth of food and clothing 
supplies in war-torn and underdeveloped areas of the world. It now 
offers to take on the job of distributing up to a billion dollars’ worth 
of surplus foods and supplies to the hungry and sick people of the 
poverty-stricked areas of the world, taking care not to upset any eco- 
nomic applecarts. Food used in this way would win us friends and 
allies in places where they are sorely needed to help stem the tide of 
communism. It would go a long way toward nailing as a lie Com- 
munist charges that America would rather let its food rot than give 
it to the people who need it. And let us not forget that if we do not 
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use this food wisely, it will be easy for the Communist to use it 
against us. 

All this is part of the national food policy which should take the 
plac of or be added to the present farm policy, which has failed to 
produce the results hoped for. I do not want to cast a reflection on 
anything ; I just think we have to find something else. Let us stop 
this growing of unwanted crops for the w: arehouse and for the Gov- 
ernment loan—and let us compensate the farmer as part of a public 
program for growing wanted foods. Let us move the now im- 
moblized mothball fleet—so heavy laden with wheat—to the hungry 
of the world. In all ways let us open the valves of our plenty and 
ease—in every practical way—the movement of food at the lowest 
possible price to the widest possible number of people—on a people- 
to- people basis. 

Today most of us in the world are deeply troubled by the menacing 
shadow of the H-bomb. We need an antidote of faith in ourselves, 
of confidence in our neighbors. We need a miracle. And, gentle- 
men, I humbly submit that we have that miracle. I think it is, any- 
way. It is in this abundance, in this plenty, that our beloved Amer- 
ica can find the tool toward prosperity and peace. The motto of my 
organization—a cooperative—is “People have in their hands the tools 
to fashion their own destiny.” And I say let us use the tools of plenty 
and abandon forever the fears and the ways of scarcity. The first 
step toward the plenty way is to enact a national food policy instead 
of a national farm policy. 

Now, may I make one other statement. As I said in my opening 
remarks—and the only reason I give you some of these connections 
is that I have been through the production end, through the business 
end, and the banks—I was on the board of the American Farm Bureau 
Federation and have been executive secretary of the Ohio Farm 
Bureau Federation for 28 years. In the early days I opposed what 
ve now call our opproach to the problem, not that everybody else was 
not sincere, but I felt I was sincere, too. 

What we have to do is put our minds and our intelligence to finding 
out how to get rid of this stuff rather than restrict it. In the early 
days when I was on the board of the American Farm Bureau Federa- 
tion, that was advocated because industry and labor can shut off 
production when business is not good but agriculture cannot, we 
cannot. 

Mr. Cootry. You say you cannot? 

Mr. Lincoin. No. 

Mr. Cootrey. What do you mean? 

Mr. Linco.n. You cannot stop food production without destroying 
your whole system. 

Mr. Cootry. You are opposed to the restrictions put on agriculture 
production ¢ 

Mr. Lincotn. No. I said I would not upset anything we can do 
right now. I would hold on to everything, but meanwhile 1 would 
move up this other road and project ourselves to see if we cannot 
cut the cost of production and distribution. I am in there with 100 
dairy cows and other things, and we are getting into a study. As an 
insurance company with $1380 million to invest, we are getting into 
a study of one company after another, and we are finding such returns, 
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even after taxes, that in my humble opinion the public would never 
permit you to spend enough money to give the farmer such returns. 

There are two sides of parity, one the amount the farmer gets and 
the other the cost. 

We have bought refineries and elevators and insurance companies 
and now we are into an electrical company, things you are all buying, 
and they are making 25.1 percent on sales, not on capital, and farmers 
are buying all these things. You have given the oil industry $425 
million to get into plastics. We are told that 1 cent in crude oil pro- 
duces 2 cents in gasoline and that it will produce 10 cents in plastics. 
If some of the returns on capital that we have found are guiding the 
costs of what the farmer produces, you will never give him the return 
he ought to have. 

Mr. CooLtey. You are appearing here today in many capacities. 
You are president of CARE. 

Mr. Lincoun. Yes, sir. 

Mr. Cootry. Which, of course, is interested in this surplus food 
problem. 

Mr. Lincoun. Yes, sir. 

Mr. Cootry. And CARE, of course, would be glad to participate in 
a program to give this surplus food to needy people across the seas, 
people you referred to here as poverty stricken and hungry. I am sure 
this Congress has been generous and this committee has been gen- 
erous and all of us want to be generous, but how long can we go on in 
our country with no restrictions on production, letting our fields flour- 
ish, producing an abundance, and then giving it away? How long 
could we asa Nation survive such a program? That is the thing that 
troubles all of us. As much as we would like to be generous and con- 
tribute to the hungry people of the world, our own resources are lim- 
ited, and this sort of picture being displayed before the hungry people 
of the world is calculated to cause a great deal of unrest. Actually, 
it is caleulated to engender hatred against America, because if you tell 
the hungry people America is rich and powerful and has an abundance 
of food and is permitting it to rot and deteriorate rather than give it 
to them and keep their children from starving, that is what inflames 
the people. 

Mr. Lincoitn. That is right. That is what we have been finding 
out, the representatives of CARE. 

Mr. COOLEY | am afraid a lot of om people traveling in foreign 
countries are leading the hungry people in the foreign countries to 
believe this is a harsh nation with food to throw away and yet we are 
refusing to give it to those who are hungry and needy. We talk 

bout our high living standards, but vou can go in some districts of 
every city in this country and you will find people who are underfed 
snd children undernourished. 

Mr. Lincoitn. That is right. 

Mr. Cootry. I think our leaders and people in all walks of life 
should be careful not to mislead the world. The American taxpayer 
cannot bear the burden of buying from the farmer at a profitable 
price everything the farmer can produce and then give it away. 

Mr. Lincotn. Now let me be sure you do not misunderstand me. 
First, CARE says it is glad to offer its facilities if it can fit into the 
picture to do it. I think right now it would be better, sure, to get rid 
of the surplus through the school-lunch program, hospitals, and every- 





r 
. 


et NE cB 


~~ linen Pitan he eet 


eee 


LONG RANGE FARM PROGRAM 3597 


thing else, be sure our own people get all the food, which I am sure 
we can work out. Then, because I think we have started down the 
wrong road—with every good intention, and the Lord knows you and 
I have been trying to find the answer for at least 25 years that I have 
been coming down here—I think temporarily it probab ly would be 
better to get rid of this present accumulated surplus in any way we 
can—sell it, barter it, give it to the people who will not eat anyway—in 
order to remove the present depressant cn our market, and my opinion 
is it would be better to have the price support and get rid of it than 
to let the price go back. In other words, !t is better to keep this price 
up even though te mporarily we have to get rid of these things. This 
thing should only hi appe n until we have something better on the road. 

What I am saying is, continue what we have got to maintain what 
is going to the farmer even though we may disagree on parity and 
everything else, in order to keep up his purchasing power, until we can 
find a better way, and I say the better way is a larger application of 
cooperative distribution of all the things the farmer buys and sells, 
because in my capacity with an insurance company we are finding 
some people are taking more a toll out of the farmer—and I am for 
it if there is nothing we can do about it, although I may go on the 
other side sometimes. 

Mr. Cootry. I think you are carrying too many burdens at one time. 
You are carrying the farmers’ and talking about CARE; you are 
carrying the cooperative movement to its ultimate lmits, and if you 
do you change the whole face of our Government, our private enter 
prise system. 

Mr. Lincotn. No. That is the very essence of private enterprise. 
Why should not you and I own a share of stock in General] Motors? 

Mr. COOLEY. As Mr. Jones pomted out, you can clo that now. If a 
farmer wants to invest in General Motors, he can. 

Mr. Lincoun. They are already doing it. 

Mr. Cootry. But you are advocating carrying the cooperative move 
ment as far as it could go. It could take in all the processing plants 
and manufacturing plants and put industry out of busine Ss. 

Mr. LIncoun. Stop neht there. You would not put industry out 
of business. You would change the ownership. 

Mr. Cootey. You change the ownership, change the tax structure, 
you change the corporate tax structure, the individual would pay all 
the taxes. You would say then he is not paying taxes, he is just col 
lecting taxes for the Government. You are here before the committee 
in a good many capacities. 

Mr. Lincoin. I am just here in one capacity. 

Mr. Cootey. What is that ? 

Mr. Linconn. I just want to spread the ownership of industry, 
which is perfectly free enterprise and perfectly ethical. 

Mr. Coonry. Just to the farmers? 

Mr. Lincotn. No. I would go further than that. 

Mr. Cootry. If you will read tomorrow morning what you have 
said here today, you said we should give to the farmers these proces- 
sing plants. 

Mr. Lincoin. He will pay for them. 

Mr. Cootry. He will pay for them similarly to the system used 
the acquisition of the Welch Co. 

I will yield to Mr. King. 
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Mr. Lincotn. What State are you from, Mr. King? 

Mr. Krnc. Pennsylvania. 

Mr. Lincoln, based on what has been said here in the past 10 or 15 
minutes, I judge both you and Mr. Cooley recognize that the Govern- 
ment program of the last 10 years has been a complete failure ? 

Mr. Cootry. I do not recognize that at all. 

Mr. Lincotn. No; oh, no. 

Mr. Krve. Is that not what you are saying, that we are in a mess 
because of it? 

Mr. Lixcoin. You will help me on that, will you not? 

Mr. Coorry. I will help you. 

Mr. Lincoin. I say it has not produced all the results we thought it 
was going to produce. That is what I tried to say, and that I would 
not do anything else until I found something better. 

Mr. Kine. You heard the testimony yesterday, and to me it seems 
you have described very well the ec omplicated business of agriculture, 
going so far as to say that it needs special consideration entirely apart 
from things that might apply in industry because of their ability 
to turn on and shut off; that an entirely new set of rules must be 
created for agriculture. I assume, of course, by rules you mean rules 
to take the business further and further away from a free enterprise 
system ¢ 

Mr. Lincoin. Oh, no. 

Mr. Kina. Just a second. The question I wanted to ask you was, 
after picturing agriculture as complicated, as you have, in attempting 
to solve all those problems, do you think that you can find in this com- 
mittee or in any Government bureau intelligence that exceeds the in- 
telligence of all collective enterprisers involved in the business? I 
am talking about the spread that exists between the farmer and the 
consumer. Do you say there is no competition that offers to the free 
enterpriser who can find waste an excellent opportunity to make 
money? It seems to me that your description of this system merely 
goes to show you cannot expect intelligent management from Govern- 
ment; that you will only distort a complicated thing. Can you agree 
with that conclusion ? 

Mr. Lincoin. I surely would want to think it over before I agreed 
with that, Mr. King. I think you are going up an alley I do not 
understand. I do not know what point you are making. 

Mr. Kine. I am making the point that the Government is not going 
to suecessfully manage agriculture. 

Mr. Lincoin. That is right. Iam all for that. 

Mr. Kine. When applied to agriculture it creates a distortion in 
ome other phase of our economy ¢ 

Mr. Linco1 N, No. 

Mr. Kine. Or when applied to a specific group it creates a distortion 
in other groups, and the only alternative is a completely socialized 
agriculture ? 

Mr. Lincoxtn. No,sir. I do not agree with that at all, Mr. King. I 
think we have to go the other way and that because it is so com- 
plicated—and I have every respect for all the hours and hours and 
nous that this committee and the Senate committee and the farm or- 

ganizations have spent trying to find an answer. I say after 30 years 
I am beginning to see that there is a different approach that might in 
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the atmosphere of complete free enterprise seek to eliminate or to 
lessen some of the strains and stresses. 

I am saying I would first keep what we have, do the best we can with 
it, but at the same time begin to move in these other areas, largely of 
distribution. 

Mr. Kine. You did say, at least by implication, that you do not 
believe in the Government buying and storing the food and creating 
the surpluses ? 

Mr. Lincotn. I said I am for what we have until we find something 
better. But I hope we will find a method under which we ‘will not do 
what we are doing. 

Mr. Kine. The only method that would avoid Government accum- 
ulation of these surpluses is to let them run freely in a free market 
and pay the difference to the farmers in cash. 

Mr. Lincoun. I certainly would rather do that than what we are 
doing now. I would let the goods go on the free market and if and 
when we find some other method can be used, I would make a com- 
pensation payment. 

Mr. Krna. Did you ever see in industry or agriculture in this coun- 
try or any other country a system work which did not adjust supply 
to demand ? 

Mr. Lincotn. Yes, I would say so. I would say the arrangements 
of cartels of oil and other things were pretty much effective, although 
not in the interest of the consumer. 

Mr. Kine. Government purchases and storage or cash payments to 
farmers for producing certainly ignore that vital law of economics? 

Mr. Lincoitn. The law of supply and demand is all right if nobody 
monkeys with it. When we have our tariffs and our fair trade laws 
that is monkeying with supply and demand, then the farmer has to 
start monkeying with it. 

Mr. Kine. No matter who monkeys with it, and certainly this Gov- 
ernment monkeys with it, it still works. 

Mr. Lincoin. I am not agreeing with that. 

Mr. Kine. There always has to come a time of adjusting it. 

Mr. Lincoun. We have monkeyed with it for a long time. 

Mr. Kina. It will come to farmers, too. 

Mr. Lancorn. It has already come to them. We had a collapse in 
1934 and 1935 and we are heading for something right now. 

Mr. Coorry. Mr. King asked you about the free farm program. 
You are familiar with the way it has worked through the years and 
you do know that with the basic products we have tried to keep produc- 
tion in line with demand and the Secretary of Agriculture can fix the 
goals and acreage. We find ourselves in a surplus situation. If you 
treat that as an immediate problem and say we should share that sur- 
plus with the hungry and needy people of the world —— 

Mr. Lincoin. That part of it that we need to; only that part of it 
that we cannot get rid of otherwise. 

Mr. Cootry. That will probably be all the surplus unless we have 
a disaster in the current year. Suppose we disposed of the surplus 
wheat as you think we should and let the hungry people of the world 
use it, then we would come to the long-range farm picture in this 
country, and if the hungry people of the world know we are restrict- 
ing our agricultural production they could still have the same hatred 
toward us and think we are a harsh and greedy nation. So through 
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CARE and through all the international organizations we have, we 
should not leave the people of the world under a misapprehension 
about the true situation, and the true situation is that we cannot as 
a nation afford to produce unlimited amounts of food and give it away. 

Mr. Lincotn. Continuously. 

Mr. Coo.try. Continuously. 

Mr. Lincoxn. I agree with that. 

Mr. Cootry. On this question of ownership, I am afraid if you 
carried your ideas through to a logical conclusion you would have 
the farmers owning the processing plants dealing with agriculture; 
you would have the automobile workers owning the automobile plants ; 
and you would have the railroad workers owning the railroads; and 
you say they would not be paying any taxes; they would be collecting 
taxes for the Government. I am wondering how we would ever pay 
the national debt. You say the farmers who produce from the soil 
should have in their hands the tools with which to process and to 
distribute ? 

Mr. Lincoun. To the extent we either prove or disprove that that 
process will reflect more benefits to the farmer or to the consumer 
Otherwise we would give it up. 

Mr. Cootry. I listened to your statement with interest and followed 
it very carefully. You do not bring into the picture anything new 
in the distribution system other than the ultimate ownership of the 
distribution system by the farmer. 

Mr. LIncoin. And the consumer. 

Mr. Cootry. How does the consumer get in it? 

fr. Lincoun. I said it in there. 
Mr. (‘OOLFY. Do you mean you will have consumer cooperatives, 
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Mr. Lincoin. Yes. We have them in Washington, very successful 
ones. 


Mr. Cootry. Then you will take it through from the time it comes 
out of the soil until it is processed, distributed, and reaches the hands 
of the ultimate consumer. 

Mr. Lincotn. What is wrong with that? 

Mr. Cootry. That is what they are doing in Communist countries. 

Mr. Lixncoin. Bless my heart, no. That is one thing I hit on more 
than anything else. Here is the difference. Here is an individual. 
I do not care what he is. He wants to do something, get in the distri- 
bution of food products, or something else. The individual puts up 
his own money and he gets into it himself. Communism or socialism 
means the individual goes to the state and the state does it. We want 
this direct line, which is the cooperative way. 

Mr. Cootry. I will strike out the word “Communist,” but even in 
Yugoslavia Mr. Tito tells the farmers what to produce and they bring 
it in and he distributes it. 

Mr. Lixncoitn. That is statism. 

Mr. Cootry. You say the Government will not do it that way but 
the Government will lend the farmers money to build a distribution 
plant and— 

Mr. Lincoin. Listen, Mr. Cooley. I was the first one who came to 
Morris Cook and said, “Let us build our own REA plants.” We set 
the first pole and wrote the first contract and had the first REA plant 
in P iqua, Ohio. 
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Mr. Cooter. But the plan was born here in Washington. 

Mr. Lincotn. You folks created the legislation that made it possible. 

Mr. Kring. And furnished the money. 

Mr. Lincor N. And furnished the money on a business basis. All I 
know is that the REA has the first shovel that dug the first hole and it 
is supposed to have been in Piqua, Ohio. 

Mr. Cootry. REA did not conte mpl: ite the public ownership of all 
the light and power lines of the country. 

Mr. Lincoun. A cooperative is as much a private enterprise as any- 
thing else. 

Mr. Cooiry. All right, I will ee REA never contemplated the 
cooper: ative owne rship of ‘all the lig rht ancl power lines of the country. 
W e hs ave only e! ab lec f: irmers to aes cooper itive sto proy ide the lhi- 
selves with some kind of power in a competitive free enterprise 

Mr. Lincotn. And that is all I want to do in distribution. 

Mr. CooLey. REA IS right how exerceisihg? the power conferred on 
them by Congress, using the money made available by Congress, to 
protect themselves from exploitation in the hands of the power com- 
panies. Iwill gothat far, but I cannot go all the way. 

Mr. Lincoun. All I have ever said is that we £0 just as far as we 
need to go to see W hat benefits we can secure, 

Mr. Poace. Will the gentleman yield ¢ 

Mr. CooLey. Yes. 

Mr. Poage. I want to get this thing str: eaigt. You tell Mr. Cooley 
that if a farmer wants to engage in an activity, or sell his produets, 
that if he vets the state to do it for him or if the state handles the sale 
of the farmer’s products to the consumer, that is statism ¢ 

Mr. Lincoin. Yes. 

Mr. Poacr. You said something about the farmer going straight to 
the consumer. He does not do that. He goes to a cooperative, W hich 
is vourself and other citizens. 

Mr. LINCOLN. Yes. 

Mr. Poace. And that cooperative deals with the consumer ¢ 

Mr. Lincoun. Yes. 

Mr. Poacr. What is the difference between that and going to this 
group of citizens, which is the state 4 

Mr. Lixncoun. You have Republicans and Democrats up there. 

Mr. Poacr. And you have Republicans and Democrats in the co Op, 
too. 

Mr. Lincoun. But it is not the state. 

Mr. Poage. What is the curse of calling it the state? What is the 
state? A state is just a group of people of an area. It is true in the 
United States the area is larger than the area encompassed by any 
one coope ‘rative, but there are states in the world that do not have as 
many citizens as your cooperatives have members. Many States do 
not have as many citizens as your cooperatives have members. What 
is the difference whether vou call it states or cooperatives / 

Mr. Lincotn. There is all the difference in the world. 

Mr. Poacr. Don’t get me wrong. I am not advocating that we do 
it through the States, but I do not see the difference bet ween doing it 
through the States and through your cooperatives. What is the dif 
ference ? 

Mr. Lincotn. Mr. Congressman, you know that as well as I do. 
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Mr. Poacr. Well, I hope I do not know it as well as you do, for I 
don’t know this difference. I wish you would explain it to me. 

The Carman. I would like to ask the gentleman from Texas if 
it would make any difference if it were a corporation rather than a 
cooperative ¢ 

Mr. Poace. I think when the Bell Telephone Co. owns all the tele- 
phones in the United States it is just as dangerous as if the United 
States Government owned them all, and I do not want to see either, 


Mr. Lincoln. 

Mr. Lincoin. Let me get onc word in. You cannotthave a monopoly 
of people. 

Mr. Poacr. Oh, yes, you can. A Government monopoly is just as 
dangerous as a corporate monopoly. That is what the Bell Telephone 
System is; itisa monopoly of people. 

Mr. Lincoxn. It is a corporate stock monopoly. 

Mr. Poace. No cattle or elephants own the Bell Telephone Co. 
People own it. 

Mr. Lincoitn. They own stock in it. They do not own it to the 
degree of controlling policy. 

Mr. Poacr. The stockholders make the policy. 


Mr. Lincoin. I question that. 
Mr. Poacr. Of course, very few stockholders actually make policy, 


but most of your members do not make policy y either. 

Mr. Lixcotn. They come nearer doing it than any corporation 
does. 

Mr. Poacer. I have several policies with mutual life insurance com- 
panies. I have no more to do with the running of the Prudential Life 
Insurance Co. than I do with the running of the Bell Telephone Co., 
and I don’t own any stock in the telephone company either. 

Mr. Lincoitn. Tomorrow morning we will have a meeting of dele- 
gates elected all over our 14 States of our policyholders to try to answer 
the very question you are asking. 

Mr. Poace. How m: iny people will you have at that meeting ? 

Mr. Lincoin. A couple years ago we had 400 of them. All we ask 
those people to do is come together as representatives of these policy- 
holders and tell us how we can make a system in which they can be 
effective. Ithink we are the only company trying to do it. 

Mr. Poacr. The Prudential Life Insurance Co. will have a meeting 
too, and the Bell Telephone Co. will have a meeting but most of the 
policyholders of the insurance company, which is in reality a coopera- 
tive, will have no more to do with the policies of the Prudential than 
the average stockholder of the Bell Company will have to do with run- 
ning their company. 

Mr. Lincoitn. Iam sure you know this, coming from Georgia. 

Mr. Poace. Ido not come from Georgia. I come from Texas. 

Mr. Lincorn. You know the local people come together and they 
elect a representative to the State meeting. I do not think you will 
ever find an insurance company calling all its policyholders to elect 
officers. 

Mr. Cootry. Off the record. 

(Discussion off the record.) 

Mr. Cootzry. Seriously, what is the difference between the State 
monopolizing the sales or the purchases and a cooperative or a private 
corporation monopolizing them ? 
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Mr. Lincotn. All I can say is that it involves a political setup. 

Mr. Cootry. Do you mean to tell me your organizations are not 
political ? 

Mr. Lincotn. No. You are elected largely on a political basis, and 
I am all for it. 

Mr. Cootry. Are not your cooperatives political ? 

Mr. Lincton. We are business institutions and to such extent as 
they play politics to get in office, yes, sir. 

Mr. Cooxry. I think the place of cooperatives is to add to competi- 
tion and not to stifle free enterprise. If cooperatives do not add to 
competition in the field they have not served their true purpose. 
When cooperatives control all of any business you destroy the com- 
petitive features of the business. 

Mr. Lincoin. It will be a long time before that happens. 

Mr. Coorry. I can foresee it very readily. 

Mr. Lincoun. All we are saying is that we want an application to 
see if the cooperatives can make a further contribution. What is the 
percentage of cooperative businesses ¢ 

Mr. Voornis. The cooperatives do less than 3 percent of the business 
and they are a long, long ways from stifling competition, and that is 
not what we are for. What we are for is to have an effective yardstick 
of competition. 

The CuatrmMan. The Chair feels we have gone into a lot of discus- 
sion that perhaps is not entirely apropos, but he feels that Mr. 
Lincoln’s statement means that the cooperatives favor a program 
under which they will take over the entire field in agriculture or 
something else, and I had always understood that that was not the 
purpose of cooperatives, that their purpose was to afford competition. 
I think we have gotten the impression, Mr. Lincoln, that you want to 
carry it so far that you can have a monopoly, and I am wondering if 
that is what you propose ? 

Mr. Lrxcoxn. If that is the impression, you should not have it. All 
I think we ought to have is a much larger application of the coopera- 
tive in certain distributive and other fields in order to prove whether 
or not we can provide anything we have not got now, and I think we 
have proven that we can. 

Mr. Wueeter. Will the gentleman yield? 

The Cuarmman. Mr. Wheeler. 

Mr. Wueerer. You said you favor larger application, and Mr. 
Voorhis has just said you do 3 percent of the business now. What 
percent would you propose? 

Mr. Lancoin. I would just make a broader application in these 
fields to see if any good could be done or not, and I have enough faith 
in the competitive enterprise system. to believe that if they are not 
successful they would pass out of the picture. 

Mr. Wurerer. What do you mean by this broader application ? 

Mr. Lrncoxn. I do not think anybody knows. I would not attempt 
to reach a percentage. I would just go as far as we could prove that 
some good could be “done. 

Mr. Wueeter. You want a blank check? 

Mr. Lincotn. Whose blank check ? 

Mr. Wueeter. A blank check of authority ? 

Mr. Linooin. I think we have it now. 
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Mr. Wurerer. How much further would you go above the 3 per- 
cent ¢ 

Mr. Lincoin. I do not think anybody knows. 

Mr. Wueeter. In response to a question, I believe by Mr. Cooley, 
referring to REA, you started an answer and did not quite complete 
the answer. He said that the REA never envisioned control of the 
electric power of the country and I understood you to say that it did 
not envision it at the start of REA. Did you mean REA now proposes 
to control it ¢ 

Mr. Lincotn. I do not know what the original promoters meant. 
What I would say is that I think people should own more of the 
public-utility system than we do, because I think we demonstrated 

REA that we could materially cut the cost of building lines and 
furnishing power, which would make it possible for people to use 
more power and make more business. 

Mr. Wueever. You are not in a position to say how much more? 

Mr. Lincoin. No. 

Mr. Wuerecer. How would you know when you have reached your 
goal ¢ 

Mr. Lincoun. If you cannot produce benefits more people will not 
join you. 

Mr. Wirerer. You want to prove or disprove the validity of the 
private-enterprise system ¢ 

Mr. Lincotn. No, sir. 

Mr. Wueeter. Do you agree with this statement? I have a state- 
ment made by one of the more articulate witnesses for the coopera- 
tive movement, perhaps not as articulate as the present witness, but 
here is what he said: 

We need to take action now to build up pools of finance to fight the war 
against finance—capitalism—the war between the profit system and the coopera 
tive movement. New streamlets and rivers of capital need to be dammed up to 
provide large pools of finance within our own movement. Cooperative credit 
unions, cooperative finance companies. and cooperative insurance companies 
ean and will dam up the Missouri River of finance and gradually dry up the 
financial gulf of Wall Street and create a financial water conservation program 
which we can turn back to water and make grow and flourish our existing 
cooperatives and those to be created. We can and will create service coopera- 
tives, which will give greater personal security to our members, such as coopera- 
tive hospitalization, cooperative prepaid medical and dental care, cooperative 
income insurance, cooperative life insurance, and cooperative burial service. 

Do vou or do you not agree with that statement ? 

Mr. Lincotn. I would not want to say I agree with all the words 
he has used there. 

Mr. Wueeter. Do you agree with the context ? 

Mr. Lincoxin. | are | not agree with some of his premises, because 
he indicates there is a difference between the profit system and the 
cooperatives. My own conception is that cooperatives are in the 
orbit of the profit system. 

Mr. Wueecer. I was quoting the president of the Farmers Union, 
Mr. Patton. 

Mr. Lincotn. I think his organization, any organization—the 
Masons or the Catholics—can set up a burial association or other 
type of association, and if they can produce any benefits, I think 
the -y have a perfect right to do so, and in the competitive system it 

ng to be determined which is better 
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Mr. Wueeter. Assuming the projection of your premise that we 
promote a further expansion into various fields of enterprise of 
the cooperative movement to this X point, the members not being 
required to pay taxes as they now are, if they drive currently operat- 
ing businessmen out of business, where will the Government get the 
tax money to put these displaced businessmen on the welfare rolls? 
These cooperative movements will not pay comparative taxes. 

Mr. Lincoin. I am the president of 7 cooperatives, and every 1 
pays every tax that any similar business pays. 

Mr. Wirerver. I have in mind a little cooperative establishment in 
mv home town. 

Mr. Lincotn. What you are trying to imply is that cooperatives 
do not pay any taxes. 

Mr. Wiieeter. I said comparative taxes. 

Mr. Lincoun. Any cooperative is just a collector of taxes. There 
is just one person that pays all the taxes. It has to come out of him 
because the Government does not create any wealth. You take money 
away in the form of taxes and you distribute it in the way you think 
it is doing the most good. 

Mr. Wierier. You lose me when you discuss these Utopian theo- 


retical philosophies. I have in mind a little cooperative establish- 
ment mn my district originally formed to sell fertilizer and seed more 
cheaply by being able to buy it in carload lots. Now you can go there 


and buy anything from castor oil to a horse collar. You can buy 
tractors and tools and equipment more cheaply there than from the 
competitor down the street who pays more taxes than the cooperative 
does. The people who still adhere to the private enterprise system 
are complaining bitterly. They say the cooperatives are driving 
them out of business and they are asking me where we will get the 
money to finance the Government if we allow the cooperative move- 
ment to expand to the degree you have proposed. 

Mr. Lincotn. Do you want a good answer to that? 

Mr. Wueeter. Yes. 

Mr. Lixcoin. Tell them to do just what the cooperatives are doing. 
There is nothing that a cooperative is doing that he cannot do if he 
wants to. 

Mr. Coorry: That is to change the character of his business and be- 
come a cooperative himself ? 

Mr. Lincoin. No, he does not have to go that far. 

Mr. Cootry. How could he possibly do it ? 

Mr. Lincoin. By either taking less from it or entering into a con- 
tract with his customers that he will return to them patronage divi- 
dends. 

Mr. Cootny. That changes the character of his business. 

Mr. Lincoun. No. 

Mr. Cootry. You are telling a man in business he can stay in busi- 
ness if he will pass his profits back to his customers. 

Mr. Lincotn. And I will bet he would make more money than he 
is making now. 

Mr. Wueeter. The only conclusion I can draw from your testi- 
mony—and I am sorry I came in late- 

Mr. Lrxcotn. I am glad you got here, Mr. Wheeler. 

Mr. Wueexer. You have completely lost faith in private enterprise 
and you want to embark on this thing 
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Mr. Lincotn. You are wrong. The cooperative is as much a part 
of private enterprise as anything in this country. 

Mr. Wueeter. I am blissfully ignorant if, to be smart, I must sub- 
scribe to that theory. As I have looked over your testimony I have 
been impressed with the idea you have attempted to do Sir Thomas 
More one better. 

Mr. Lincoun. Whois he? I have never heard of Sir Thomas More. 

The Cuarman. We have three more witnesses this afternoon and 
the House will be reading a bill in less than 30 minutes. The Chair 
would like to accommodate the witnesses who have come from some 
distance to be heard, and we have the time taken up tomorrow and 
the next day and next week. 

Mr. Lincoin. I am ready to quit, Mr. Chairman. 

The CHairman. This is a very interesting subject but we simply 
do not have the time to go into it further. 

Mr. Wueeter. There are a lot of other questions I would like to 
ask, but in the interest of time I will forego the pleasure. 

The CHarrman. One question always leads to another, is the trou- 
ble. 

Mr. Wueeter. I think I understand the implied answers to my fur- 
ther questions. 

The CuatrMan. This has been discussed so much that all the ques- 
tions and answers are pretty well known, I think. 

Mr. Poacr. He has not answered the question of whether he favors 
abandoning the corporate tax or not. 

The Cuarrman. This committee has no jurisdiction over that, in the 
first place. 

Mr. Lincoin. If youare through with me, I appreciate it. 

The Cuarrman. Mr. Lovre wants to ask a question. 

Mr. Lovrer. I yield. 

Mr. Jonrs. I want to ask one question. When you suggested a 
burial association as a cooperative, do you think that cooperative 
should be subject to regulation by local, State or Federal Government ! 

Mr. Lincorn. I think the people who use its services have the per- 
fect right under our free enterprise system to go themselves into any 
kind of business. 

Mr. Jones. And without Government supervision or regulation ? 

Mr. Lincoxin. I think everyone of us live up to every kind of regula- 
tion. 

Mr. Jones. But not because you do it voluntarily. I had experience 
in our State Legislature where our burial association objected ; did not 
want to be regulated, but we felt the people organizing it were entitled 
to protection by the State. 

Mr. Lincotn. Supervision in the interest of the general public. 

Mr. Jones. Who will pay for that if the cooperatives do not pay the 
taxes ¢ 

Mr. Lincoin. The individuals who are members will pay their share 
just as the others. 

Mr. Krvxo. In the grapejuice deal, the members of the cooperative 
received certificates, the company held the money to accumulate the 
$15 million. Do the individual members pay the regular income tax 
on the certificate when they receive it ? 

Mr. Lincoin. That is part of the trouble. When they get a big 
piece of paper and no money they kick on it. We say that is some- 
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thing you will get anyway which you otherwise wouldn’t get. Even- 
tually it will come back to you. They pay the tax on that as income 
even though it is payable. 

Thank you, Mr. Chairman. 

The Cuamman. Thank you very much, Mr. Lincoln, for the infor- 
mation you have given the committee. 

Next is Mr. L. A. Putnam representing the Apple Growers Associ- 
ation of Rochester, N. Y. 


STATEMENT OF L. A. PUTNAM, EXECUTIVE SECRETARY, WESTERN 
NEW YORK APPLE GROWERS ASSOCIATION, INC. 


Mr. Purnam. Mr. Chairman and members of the committee, I would 
like to take this opportunity to express the appreciation of my organ- 
ization and myself for this opportunity to testify and to present our 
views to you. 

I am Lloyd Putnam, executive secretary of the Western New York 
Apple Growers Association, which has its office in Rochester, N. Y. 
I am appearing at this hearing as the representative of approximately 
1,009 commercial applegrowers who are members of the Western 
New York Apple Growers Association, Inc., and who produce ap- 
proximately 70 percent of the apples grown in western and central 
New York. 

The processing apple market is of extreme importance to apple- 
growers in our area. Each year from 3% to 34 of all of the apples 
produced i in western and central New York wbtmoomeninie ial processors 
and into the production of applesauce, canned sliced apples, frozen 
apples, applejuice, and other apple products. Our area is 1 of the 
2 most important apple-processing regions in the United States, and 
together with the Appalachian region (the States of Virginia, West 
Virginia, Pennsylvania, and Maryland) produces approximately 80 
percent of all the apple products processed in the entire country 

This market uses a substantial volume of apples each year. Accord- 
ing to figures recently released by the New York State Canners and 
Freezers Association, approximately 4,500,000 bushels of apples were 
processed by New York processors alone from the short 1953 apple 
crop. Most of those apples were produce ed in western and central 
New York, and the farm value of the apples used is estimated at 
between $7 million and $7,500,000. In previous seasons of —e 
crops, up to 7 million bushels of apples have been packed by New 
York processors 

Western New York is one of the major apple-producing areas of 
the Nation. The State of New York, as a whole, is second in apple 
production only to the State of Washington. Western New York, 
by itself in many y = produces more apples than any other State 
except Washington. Crops in this area range in volume from 6 mil- 
lion to 10 million bushels annually. The estimated production in 
this short crop year is in the neighborhood of 6 million bushels with 
an estimated farm value of approximately $10 million. Prices for 
apples this year have been appreciably higher than they have been 
for many years. However, the short crop with its lower yields per 
acre has not produced a comparably higher return per acre while 
production costs per acre are about the same, regardless of the number 
of bushels produced. 
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Applegrowers in western and central New York are much con- 
cerned about those seasons when a combination of circumstances re- 
sult in prices for apples for processing at the disaster level. Our 
growers recognize the responsibility of the industry itself and the 
need for effort on the part of the industry to protect the future of its 
markets. Recognizing this need, we have a promotion and advertising 
program to build and expand markets, and we have joined together 
with growers in other producing areas to promote and advertise apples 
on a national seale. However, there are seasons when conditions 
combine to produce prices so low as to mean disaster or near disaster 
to producers, In most cases, orowers are not responsible for those 
conditions, and the remedy has in the past proved to be beyond the 
powel of producers. 

This situation with which we are concerned can best be illustrated 
by the use of the 1951 crop season as an example. The market for 
apple s for processing in western New York and the Appalachian apple 
belt in the fall of 1951 was completely demoralized. Stocks of proc- 
essed apple products were larger than normal, the third consecutive 
above average crop Was predicted, and there was complete lack of 
confidence in the processing apple deal. Prices to growers in western 
New York opened at prices that averaged about $1 per 100 pounds 
for the most desired varieties: that amounts to about 40 to 45 cents 
per bushe 1. Prices offered for the less favored varieties were as low 
as 25 to 30 cents per bushel, which was insufficient in many cases 
to cover harvesting, handling, and delivery charges, with no return 
at all for productio 1 costs. Those prices represented less than one- 


third of parity. They meant disaster for many applegrowers who 
were dependent on that market and who normally sell to that mar- 
ket. They meant a serious financial loss to even the most favored 


vrTowers. 

The back sheet illustrates several of the price schedules offered 
that time and substantiates the point I just made. 

Recognizing the seriousness of the situation, representatives of our 
organization and representatives of the Appalachian Apple Service 
jointly approached the United States Department of Agriculture and 
urged that a program be announced immediately to restore some con- 
fidence tot he apple processing deal. The size ot the crop in prospect, 
the size of the carryover, and the market condition—while admittedly 
unfavorable—did not appear to justify that extremely low processing 
price. We urged the Department to immediately announce an offer 
to purchase from processors a specified portion of their individual 
current packs at the end of the marketing season (July 1952) if they 
were unable to sell those products through regular channels— pro- 
viding that such processors paid to growers a minimum price for 
apples for processing and restricted their pack. At that time we 
suggested that the price the Department agree to pay to processors 
in such a program be set at a figure to reflect to growers approxi- 
mately $2 per 100 pounds for apples 21% inches in diameter or larger. 
Such a grower price would still have been less than 60 percent of 
parity ; parity for apples for canning on October 15, 1951, was reported 
at $3.51 per 100 pounds. 

A $2- per-hundred grower price paid at that time would also have 
been less than 70 percent of the average cost of producing apples, as 
reported by Cornell University. The average cost of producing and 
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harvesting apples for the 5-year period 1943-44, 1946-48 was $2.91 
per 100 pounds, according to cost figures taken by Cornell University 
from fruit farms in Niagara County, one of the four major ap ple- 
producing counties in western New York. 

Nineteen forty-five is omitted because there was a crop failure and 
it would not have been a realistic figure. 

At the time we approached the Department of Agriculture in the 
fall of 1951, we presented facts to justify the contention that the price 
to growers at that time was much lower than was logical in view of the 
crop size and other market factors. We presented facts to justify 
the contention that the market would recover and that it would be 
extremely unlikely that the Government would have to purchase a 
single case of processed apple products. We pointed out at that 
time, however, that recovery without some assistance from the De- 
partment would undoubtedly come too late to be of any benefit to 
growers. Later developments proved that analysis to be absolutely 
correct. 

The processing apple market did recover as anticipated and con- 
tinued to strengthen through the balance of the season. However, 
since the transactions between growers and processors had been com- 
pleted prior to the time of that recovery, the market recovery was 
of little help to producers. Growers dependent on the processing 
market suffered crippling financial losses and substantial acreages of 
apple orchards went out of production as a result. Many orchards 
were pushed out and others were abondoned. Growers who were able 
to survive that disaster were nevertheless seriously hurt by it. 

The situation in these fortunately infrequent disaster years was 
discussed by apply growers at our annual meeting on January 20 
of this year. At that meeting a resolution was passed proposing that 
new farm legislation grant authority to the Secretary of Agriculture 
to relieve such a situation in those years when it does occur. We wish 
to propose to the committee, therefore, that there be incorporated 
new legislation authority for the Secretary of Agriculture to relieve 
such panicky situations and stabilize prices to apple growers without 
placing an undue burden on the Federal Treasury. We suggest that 
when the farm price of a tree fruit for processing falls below 60 
percent of parity, that the Secretary of Agriculture be granted 
authority to immediately promulgate a program designed to raise 
the price to at least 75 percent of parity and to bring supplies of 
the processed product into line with prospective market demands. 
We propose that he be granted authority to enter into agreements 
with processors to purchase up to 50 percent of their individual cur- 
rent packs at the end of the marketing season if they have not been 
able to sell them all in the markets—such agreements to require that 
the processor pay growers a enanareas of 75 percent of parity for 
their raw product going into this pack and that the processor limit 
his current pack to whatever percentage of his previous pack appears 
to be necessary to bring supplies of the processed product into line 
with the prospective market demand as determined by the Secretary. 

The question might logically be asked, “Will there not be apples 
which processors cannot accept because the size of the pack is limited 
and what about them?” It would be well to point out here that while 
extremely unfortunate, this would not be an abnormal result of such 
a season; a limitation on the size of the pack in a distress year is not 
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unusual. Experience shows that im distress years it is a normal 
procedure for processors to deliberately and voluntarily limit the 
size of their pack. To illustrate that point, I would like to show 
pack figures for the three major processed apple products for 1951 
* compared to the pack figures for the year immediately preceding 
that disastrous season: 


Processed products Pack from 1950 crop Pack from 1951 crop 
Canned applesauce 13,034,119 cases | 9,380,851 cases. 
Canned sliced apples 5,264,682 cases | 3,388,249 cases. 
Frozen apples 48,013,000 pounds } 28,772,000 pounds. 


However, with a program in effect suc h as the one avandia in 
this statement, there might be a tendency for this normal procedure 
to be disrupted and for processors to pack more than they would 
ordinarily under the same conditions but without such a program. 
It is for that reason that we recognize the need for some limitation. 

It is our belief that such permissive legislation would not interfere 
with the normal fluctuations of the market, but would provide ma- 
chinery to prevent disaster. The experience of the 1951 season and 
similar seasons would indicate that such disastrously low prices are 
an artificial condition brought about by an unusual combination of 
circumstances which have destroyed market confidence. It is the 
belief of our growers that the proposed legislation will provide the 
Secretary of Agriculture with the tools to prevent disaster to apple 
growers without creating an artificial price level so high as to put 
the Federal Government in the position of having to purchase large 
quantities of the product or products in question. 

We respectfully urge that the committee give serious consideration 
to permissive legislation granting authority to the Secretary of Agri- 
culture to prevent disasters in tree fruit industries. 


Examples of price schedules for apples for canning offered to western and central 
Vew York growers in the fall of 1951 by leading apple processors 
SCHEDULE A 


(Offered by at least 2 leading processors For apples meeting U. S. No. 1 Canner Grade 








Class B Class B Class C 
varieties varieties varieties 








3 inches and larger $1. 40 $1. 20 $0. 80 
234 inches to 3 inches 1.15 1.00 .70 
2% inches to 2% inches 90 80 . 60 
2\% inches to 2% inches. ... ( () ©) 


slow 244 inches ( 


1 No payment 


SCHEDULE B 


(Offered by at least 1 leading processor.) For apples meeting U. 8. No. 1 Canner Grade: 





Rhose Island 
Size (diameter Greening and 
C'wenty Ounce 


Cortland and 
King 


3 inches and larger $1. 50 $1. 25 
2% inches to 3 inches 1.25 1.00 
24 inches to 2% inches 1.00 "75 
2\% inches to 244 inches ( () 


Below 2% inches 


! No payment 











| 
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Examples of price schedules for apples for canning offered to western and central 
New York growers in the fall of 1951 by leading apple processors—Continued 


SCHEDULE ¢ 


(Offered by at least 1 leading proe»ssor.) For apples meeting U. 8. No. 1 Canner Grade 
' 
Rhode Island 
Size (diameter Greening and | Mcintosh Ben Davis 
Twenty Ounce 


3-inch and larger $1. 50 $1. 40 $1. 30 
234-i1 ch to 3-inch 1.25 1.10 1.10 
2'%-inch to 2%4-inch 1.00 90 x) 
24-inch to 24-inch 
Below 24-inch 
No payment 
SCHEDULE D 
Offered by at least 1 leading western New York processor For apples meeting U. 8. No. 1 Canner 
Grade 
Rhode Is land 
Size (diameter Greening and 


Twenty Ounce 


234-inch and larger $1. 25 
215-inch to 234-inch ») 
24-inch to 29-inch 

Below 24-inch 


1 No payment, 
SCHEDULE E 
Offered by at least 1 leading processor For apples meeting U. 8. No. 1 Canner Grade 


Rhode Island 


. Rome, Twenty 
(rreening, 


Size (diameter Raldwin and Onn ind 
v and 
Cortland 
Northern Spy = 
3-inch and larger $1. 40 $1. 20 
2%-inch to 3-inch 1.15 1.00 
2\-inch to 234-inch 0) 30 


44-inch to 2'>-inch 
Below 24-inch. 


No payment 


The Cuarrman. We thank you very much for your statement, Mr. 
Putnam. 

The next witness is Mr. Miller, of the Appalachian Apple Service. 

I will suggest we hear Mr. Miller, and if there are questions of 
either of the witnesses, we will call you back, Mr. Putnam. 

We do not know how much longer we will be here, and I want an 
opportunity for both of you to be heard. 


Mr. Miller? 


STATEMENT OF CARROLL R. MILLER, SECRETARY-MANAGER OF 
APPALACHIAN APPLE SERVICE 


Mr. Mitier. Thank you for the opportunity to appear. My state- 
ment is merely corroborative of Mr. Putnam’s. 

I am Carroll R. Miller, secretary-manager of Appalachian Apple 
Service, an organization of 1,485 apple growers of the four States— 
Pennsylvania, Virginia, West Virginia, and M: iryland—with oflice at 
Martinsburg, W. Va. I speak here by specific authority of our board 
of directors. 

The four-State Appalachian apple belt averages about 20 million 
bushels of apples per year, about one-fifth of the United States crop. 
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Processing of apples into apple sauce, “slices,” juice, jellies, etc., 
takes normally about half of our crop, the other half going into “fresh” 
markets. So the processing side of our industry is most important 
to the welfare of our growers. It is the more important because, with 
this 50-50 division of our markets, the prices paid by processors tend 
strongly to establish the prices we ask for our packed or “fresh” sales. 

To maintain decent price levels we use the accepted market-building 
tools—advertising, promotion, dealer service, etc. We try to solve 
our own problems. But in the processing half there sometimes occur 
combinations of conditions over which growers have no effective con- 
trol, and which in past seasons have brought tragic financial results 
to our growers. This is a heavy contributor to the fact that since 
1940 more than one-third of the four-State belt’s apple acreage has 
gone out for lack of profit. 

The 1951 season is a recent and painful example of our problem. 
The processors’ carryover from the 1950 pack was heavy. For the 
next season, 1951, although the national crops was only average in size, 
our surveys indicated that the processors averaged to pay growers in 
the Appalachian Belt about $1.08 per 100 pounds delivered. Our 
cost of production averaged $2.28 per hundredweight, picked but not 
delivered. We were averaging to lose around $1.20 on every hundred 
pounds, and records indicate that the average grower had about one- 
half million pounds of apples. If he sold all to processors, the average 
loss was 5,000 times that $1.20 per hundredweight. 

Parity at the time was about $3.51 per hundredweight of canning 
apples. The processor’s return of $1.08 to the grower was just about 
one-third of parity. 

The human element entered into that 1951 price as largely, per- 
haps, as the oversize inventory. In years of large carryover or large 
oncoming crop, for instance, processors are intensely worried—per- 
haps “scared” is the more accurate word—over what their competi- 
tors will do. To protect themselves, too often the processors offer 
growers prices that are disastrously low, fearing that the other proc- 
essors will do just this. This is one of the factors against which the 
growers have been able to make little headway. We need help. 

When this 1951 canning deal took its ugly shape, we appealed 
with Western New York State Growers Association, to the Secretary 
of Agriculture to set up a protection against such disastrous price 
levels. We asked that he offer to purchase a part, at least, of the 
unsold stock at the end of the season of any processor who had paid 
growers a minimum of about $2 per hundredweight (two-thirds of 
parity) for the more desirable sizes of apples; the processor to limit 
his season’s pack to fit the situation. <A similar program with sour 
cherries during World War II years had been effective, without Gov- 
ernment having to buy a cherry, we were advised. Our request was 
denied. 

We know now that the requested action would have done as well 
for apples as it did for cherries. Applesauce advanced through the 
season from the opening $1-$1.10 per case to close at $1.25. But the 
growers had sold and delivered their fruit. 

Hence we join with the western New York growers in asking that 
the power be given the Secretary of Agriculture along these lines: 

When the farm price of a tree fruit for processing falls below 60 percent of 
parity, the Secretary of Agriculture be authorized to enter into agreements with 
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processors to purchase up to 50 percent of that processors’ stocks remaining 
unsold at the end of the marketing season; provided the processor pays growers 
: minimum of 75 percent of parity for their raw stock going into this pack; and 
that the processor limit his current pack to whatever percentage of his previous 
pack appears to be desirable to bring supplies of the processed products into 
line with the prospective market as determined by the Secretary. 

The Crairman. Thank you very much for your statement, Mr. 
Miller. 

Mr. Kine. Mr. Chairman, doesn’t the Secretary have authority to 
buy apples with the section 32 funds ¢ 

The Ciarrman. He has authority under section 32 funds and also 
under the powers of the Commodity Credit Corporation. 

That was the question I was going to ask, Mr. King. I was going 
to ask Mr. Miller or Mr. Putnam what there is now to prevent the 
Secretary from carrying out the kind of program they are suggesting. 

You are asking th: at this be made permissive. Does the Sec retary 
have to make certain findings now before he can enter into a price- 
supporting program; those findings would not be proper in the case 
of apples, or what is the reason he canot go ahead now under existing 
law ? 

Mr. Mitier. My own answer to that, and Mr. Putnam may have 
something more to add, is that there seems to be a good deal of divi- 
sion of opinion within the Department as to what they can do and 
what they should do. In any event, we were denied our application 
before, and as I came out of the presentation which we made to the 
Secretary’s office at the time, they indicated they were very doubtful 
whether they had the power, which was a wartime power they were 
acting under with the cherries, and they were very dubious whether 
they had the power. This is merely to give them the specific power, 
as I see it. 

The CHairman. Do you care to add anything to that, Mr. Putnam? 

Mr. Purnam. It is my understanding that they have a good deal 
of the authority and had at that time authority to permit them to 
do much of what we were suggesting. 

It is my understanding from talks I have had with the men in the 
Department more recently that they could do part of this. They 
think there is quite a good deal of question of whether they had any 
authority to do the part which would involve some restriction on 
pack. In fact, they told me it was their understanding they did not 
have authority to do some thing like that. 

While we are not anxious to see that happen, we recognize from 
the standpoint of realism that if the program of this kind were insti- 
tuted that unless there was some aa to prevent a pack which 
went beyond the bounds of marketability to take it could be offered. 

I think our primary interest here, and I think I speak for both 
of us, is this: It is simply to urge that in any new farm legislation 
which might be passed that there be such authority granted to the 
Secretary so that he can continue to do things of this kind or ean 
carry out a program of this kind. 

Mr. Minter. That is right. 

The CHamman. Let me ask you this: Do any of the apple-pro- 
ducing areas attempt to operate under marketing agreements or 
orders ¢ 

Mr. Pournam. I am not clear of the question. What is the ques- 
tion again, Mr. Hope? 
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‘The CuatrMan. Have any of the apple-} rroducing areas attempted 
to operate under marketing agreements in the sale and disposition 
of v Co 

. Purnam. Check me on this, but as I understand the law apples 
are np ifically exempted from marketing agreements now in all forms 
with the exception of States of Idaho, Washington, and Oregon. 

The CHatrman. That may be. 

Mr. Purnam. In the hearing before the Senate Agricultural Com- 
mittee last week, our group went on record as recommending that in 
the legislation under consideration there was this—the amendment 
was that eligibility for marketing agreements and orders be extended 
to other crops with the exception of apples. We recommended that 
the exemption so far as apples were concerned be stricken from the 
proposed amendment. 

The CHamman. That is, you are favorable to legislation which 
would give you the authority to operate under marketing agreements 
if you saw fit todo so? 

Mr. Purnam. That was the action taken by our group. 

Mr. Minter. Mr. Chairman, I would have to except to that. In 
the Appalachian area we made no inquiry about our attitude on that. 
In previous years we were opposed to a marketing agreement. That 
is the only point on which we differ. That is entirely different from 
this petition here. 

The CHatrman. You would oppose then the proposal to include 
apples in the legislation which authorizes marketing agreements ? 

Mr. Miiier. I don’t know we would oppose it. I cannot state our 
organization’s position. 

The CHatrMan. You are not for it 

Mr. Mitter. That is right. 

Mr. Cootry. How would you propose that the Secretary be author- 
ized to limit the size of the pack? How could he do that? 

Mr. Mirier. That is a matter which the processors themselves gen- 
erally know. They know approximately what should be done. I take 
it that the Secretary would consult with the leading processors and 
get that information. It is pretty much of a mathematical scale of 
what the usage is. They could arrive at the decision that way. That 
is the way I would think. 

Mr. Krneg. You do not want to limit the pack, do you? 

Mr. Mirirr. Yes, sir; limit the pack for the coming year of each 
processor by a percentage enough to bring it into the range of market- 
ability, the total volume which probably. would be consumed. 

Mr. Kina. Do you want a restriction which keeps you from market- 
ing, so you actually lose the apples? 

Mr. Minter. That comes automatically, anyhow. 

Mr. Kine. By the judgment of the processors because they won’t 
tuke a chance and pack too much? 

Mr. Mriurr. That is right. 

Mr. Kine. If the Government agrees to buy all they have left at 
the end of the season, they would pack all they possibly could then. 
I don’t know why you would want to limit them. 

Mr. Mitxer. I expect I had better let Mr. Putnam answer that one, 
Mr. King. 

Mr. Pornam. To get back to your question, Mr. Cooley, in our pro- 
posal we suggest that the § Secret ary be granted authority to enter into 
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agreements with processors in which there would be certain specifica- 
tions. One of the specifications would be that he would agree to 
restrict his pack to a certain percentage of his previous year’s pack. 
The other would be that he agree to pay a minimum price to growers. 

Things like this have been done before in the past. In other words, 
programs of this kind have worked in the past. 

The second thing, maybe I have not answered that adequately, I 
think insofar as determination of what the market will accept is not 
too hard to determine. There aren’t so many processors in the apple 
business but what it is pretty easy to determine in the first place what 
will move into consumption, except in extraordinary prices one way or 
the other. 

The industry and the Department, or the Secretary, working in 
conjunction, it is our belief we could make an intelligent determina- 
tion there. Again we have done things comparable to that before. 

So far as restrictions are concerned, I think that is one which has 
worried a number of people. 

In other words, here are some growers who theoretically cannot 
deliver apples that perhaps they would like to deliver to the processing 
plant, and I gather that is your point, Mr. King ‘ 

Let me tell you what happened in 1951 and then m: iybe I can answer 
it better: In 1951 prices were so low that growers, when they took 
their pencils out, sharpened them and did some figuring. They real- 
ized they could not afford men to go into the orchards and harvest 
apples and deliver them. They would lose money on that one opera- 
tion alone. Many people didn’t bother with the mathematics but did 
it, anyway. 

When they recognized that fact they started wasting apples. There 
were a whale of a lot of apples wasted by growers. On the other 
hand, processors lolaanlael the situation and were scared to death of 
it. That is why we are suggesting this. It was a panic situation on 
the part of growers and processors alike. 

So processors voluntarily limited their purchases, for example, to 
apples 214 inches and larger, and they were pretty restrictive in the 
way they bought them. 

That was a normal marketing situation. It was a bad one. 

We are proposing something to eliminate some of that panic. 

We recognize that some of the evils of the situation like that are 
going to continue. One of them is that some of the apples which 
perhaps would like to go into a market, that markets are not going to 
be able to get there. 

But that would be no different from what it would be under normal 
marketing conditions. We are only proposing that the thing be 
set up with a recognition of the fact that with some bolstering of the 
situation here more may be offered than would under normal condi- 
tions. 

Since that is true you are going to have some restrictions. There 
is no way around it. 

Mr. Cootry. If you are going to have restrictions you would only 
want authority in the legislation for the Secretary to negotiate with 
the producers and processers and work out an arrangement which 
would enable him to justify the support program under such cireum- 
stances ¢ 

Mr. Purnam. Sure. 
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Mr. CooLrey. Certain circumstances ¢ 

Mr. Purnam. That is right, and in fact any processor who didn’t 
feel it was constructive wouldn’t have to work under it. 

Mr. Kine. What you want is to have the tobacco principle applied 
to apples ¢ 

Mr. Purnam. I am not familiar with the tobacco principle. 

Mr. Cootry. Tobacco? No. If he did he would have to chop 
down trees. 

Mr. Purnam. We know this: In a situation of this kind there is so 
much panic in this deal that processors as businessmen are scared to 
death to do anything. Their feeling is that we have to get this 
price so low that nobody can undersell us, and it means chaos for the 
apple industry. 

‘The Cuatrman. Any further questions ? 

Mr. Cootry. This is an amazing statement. In about one-third of 
the four State belts, apple acreage has gone out. 

Mr. Mituer. More than one-third. 

Mr. Coo.ry. It seems to me your farms are going to have to do 
something other than get Federal legisl: ation. You are going to have 
to get people to eat applesauce or apple jelly, apple cider, or some- 
thing if you are to stay in business. 

Mr. Miter. We are working on that, too. 

Mr. Purnam. We recognize that will have to be the ultimate goal. 
Our only point here is this: We figure the future of this industry must 
be dependent on our own efforts to build and expand markets. We 
are only suggesting here there are some years when the thing gets so 
bad on a short-time basis, we cannot control it. We say, “All right. 
We are proposing there be a program to prevent disaster at those 
awfully low levels and we will endeavor to build the market so they 
do not hi appen often.’ 

Mr. Cootry. Do any substantial quantities of apples go into 
exports ¢ 

Mr, Purnam. Mr. Miller can answer that. Our export market is 
pretty much lost. 

Mr. Minter. Very small percentage; less than 2 percent of the crop 
now. 

Mr. Poagr. Many used to go out? 

Mr. Miturr. As high as 20 percent used to go out. 

Mr. Cootry. Do you consider that the apple industry and the citrus- 
fruit industry are competitive ? 

Mr. Miter. No. sir: we have not found it that way. It isa good 
question and a question which we have wrestled with a lot, but citrus 
sells on its demand and apples sell on their own. 

They seem to be on two different basis. There is no question but 
what they affect each other, and if there was no citrus, they would 
buy more apples as they used to do in the old years. 

Mr. Cooter. Is apple juice competitive with tomato juice and 
citrus-fruit juices ? 

Mr. Miter. How is that? 

Mr. Coorry. Is apple juice competitive with tomato juice and 
citrus-fruit juices ? 

Mr. Putnam. It isa very fine product. We do have it. 

Mr. Cootry. It is on the market, is it not? 
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Mr. Purnam. Yes, sir. What is the fact? Do you remember, 
Steve ¢ 

Mr. Cootry. Is it in cans or frozen? I have seen it, but not very 
often. 

Mr. Mitier. We have it frozen in cans; glasses and cans only. The 
volume is right substantial, but it does not approach orange Juice at 
all, or grape juice either one. 

Mr. Cootry. I was just thinking about the old saying that an apple 
a day would keep the doctor away, and it seems that you could sell it 
on the idea that a glass of apple juice a day will keep the doctor away. 

Mr. Putnam. We are involved in a program of that kind right now, 
sir. 

Mr. Poace. What is the difference between apple juice and sweet 
cider ¢ 

Mr. Mitter. Sweet cider is cider before it is fermented, but it starts 
to ferment after it is pressed, unless it is kept in a vacuum. Apple 
juice is produced either by flash pasteurization or by chemicals, and 
they do not allow the use of chemicals if you put it on the market and 
so it is flash pasteurization wholly. 

The Carman. Any further questions? If not, we thank you very 
much and the committee will recess until 10 o’clock tomorrow morn- 
ing. 

(Thereupon, at 4: 15 p. m., the committee recessed, to meet again at 
10 a. m., Thursday, April 8, 1954.) 
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THURSDAY, APRIL 8, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met at 10 a. m. in the committee room of the House 
Committee on Agriculture, Hon. Clifford R. Hope (chairman) pre- 
siding. 

The CuHamman. The committee will come to order. 

We have met this morning for further consideration of the price 
support measures now pending before the committee. We will hear 
first from representatives of the National Association of Wheat Grow- 
ers. After their testimony is concluded we will take up where we left 
olf yesterday and hear from Mr. Wingate. He will be the next wit- 
ness, following the witnesses from the National Association of Wheat 
Growers. 

The Chair thinks that probably, in view of the fact we are crowded 
a little bit for time, it might be well to hear the witnesses straight 
through. There will be five representatives of the wheat growers who 
will speak, and it would be well to have them all make their state- 
ments, and then have the committee members ask questions after that 
time. I believe we could proceed a little more rapidly that way, and 
that would be a more orderly way in which to proceed, in any event. 

We are happy to have with us this morning the following repre- 
sentatives from the National Association of Wheat Growers: 

Mr. Kenneth Kendrick, president. 

Mr. Floyd Root, vice president. 

Mr. Jack Smith, representing the Oregon group of the Wheat Grow- 
ers Association. 

Mr. Carroll Boyd, vice president of the National Wheat Growers 
Association. 

We are also very happy to have here this morning a constituent of 
the Chair, Mr. R. L. Patterson, who has been and is the president 
of the Kansas Association of Wheat Growers. 

We will hear first from Mr. Kendrick. 


You may proceed, sir. 


STATEMENT OF KENNETH KENDRICK, PRESIDENT, THE NATIONAL 
ASSOCIATION OF WHEAT GROWERS 


Mr. Kenpricx. My name is Kenneth Kendrick and I live in Strat- 
ford, Tex. I make my living growing wheat. I have recently been 
elected president of the National Association of Wheat Growers. 

Mr. Chairman, I appreciate this opportunity to make a statement 
before your committee. 
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Before I present any specific recommendations from my wheat asso- 
ciation I would like to make a few general observations concerning our 
farm problems. 

Agriculture is the most basic industry we have in the United States. 
Without the basic raw materials which come from Mother Earth our 
great industries could not exist, and industry in turn would not be able 
to employ our millions of workers in plants. It is apparent then that 
agriculture, labor, and industry are interdependent one upon the other; 
remove any 1 of the 3 and the other 2 must soon be in trouble. Yet the 
most basic of these three is agriculture. The history of this Nation 
has taught us that when agriculture is sick for a very long period of 
time, every other segment of our economy soon becomes ill. History 
has also taught that when we have a healthy and prosperous agri- 
culture we have prosperity for other segments of our economy. I 
believe it is a fact that agriculture has always been in the lead in 
periods of great prosperity; and, conversely, agriculture has always 
been in the lead when we enter into recessions or depressions. 

Therefore, it must follow that every thinking person, if he will but 
study the history of the economic conditions of this country, will con- 
clude that, in the long run, it should be the concern of not only every 
farmer in the United States, but also the concern of every laboring 
man and every businessman to favor the maintenance of : t healthy 
and prosperous agriculture in our country. 

Industry, labor, and agriculture should be concerned one for the 
other; that each one receive his fair and equitable proportion of the 
national income. Gentlemen, because of many factors which the aver- 
age farmer could do little or nothing about, the farmer today is not 
receiving his equitable share of the national income. 

I deplore some of the recent statements that have appeared in our 
papers throughout the land which made it appear that the average 
consumer was on the verge of a revolt because of the high prices paid 
for consumer goods. This business of setting class against class can 
only result, in the long run, to injury to all segments of our economy. 
The intimation was, of course, that the main reason for high food 
prices today was because of the price supports that farmers receive. 
This, of course, is not true. The fact is that an hour’s factory labor 
today will buy more units of commodities than at any other time in 
history. It now takes only 17 percent of the consumer’s food dollars 
to buy the same supplies that cost him 25 percent of his food dollar 
back in 1935-39. 

They say that the main reason we now have such a large surplus of 
wheat is because of our price supports. I do not believe this. There 
are 2 reasons, I believe, why we have accumulated such a large surplus 
of wheat in 2 years. First, because we have lost our foreign markets. 
Just a few short years ago we were exporting 100 to 500 million bushels 
of wheat, and in 1953 I am told that we will export somewhere near 
200 million bushels. We all know that a good many of the war-torn 
countries are now back on a sound economic basis and are raising most 
of the wheat they need. However, I have read on 2 or 3 occasions that 
our State Department has had opportunities to sell wheat and cotton 
abroad in recent months and recommended that we allow some other 
wheat exporting country to make the sale instead of the United States. 
Now, I say, if it is necessary, for the sake of diplomacy, for the State 
Department to satine to sell our commodities, then the State Depart- 
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ment should be getting some of the credit for our surpluses of these 
products. 

The second reason is that not only has the United States raised 
bumper wheat crops the past 2 years, but so has Canada, Australia, 

and almost every wheat-growing country in the world. Canada has 
raised 30 percent — normal crops for the past 3 years. Canada 
today has a surplus of 700 million bushels of wheat, and I read a state- 
ment in the New York Times in February wherein one of the officials 
of the Canadian Wheat Board said that they felt they would much 
rather have 700 million bushels of wheat in their bins than to be short 
by even 50 million bushels. Gentlemen, I, for one, applaud the attitude 
taken by the Canadian Wheat Board. In my opinion, there are many 
things worse for our country than just to have more food than we can 
eat and more clothes than we can wear out. The unfortunate fact is 
that millions of people in our own country do not have adequate food 
and clothing. 

Now, I know that you gentlemen are concerned about our increasing 
surpluses of wheat, butter, cheese, and milk; and I would like to say 
that L have read with interest a number of bills that have been pro 
posed to help reduce our surplus food commodities. ‘The food stamp 
plan which proposes to supplement the diets of people in this country 
making only subsistence wages, and those on old age pensions, and 
other unfortunate people, seems to be a very sensible and practical 
approach to the problem. 

I know that many of you gentlemen, the Department of Agriculture, 
and our various national farm organizations are concerned about 
working out a sound long-range program for agriculture that will 
operate effectively for the farmer, the consuming public, and the 
Government. It may well be that we should delevop several different 
programs in order to adequately meet the needs of the many and varied 
types of commodities produced in this country. For example, perish- 
able commodities may require a different type program to storable 
commodities, and likewise, commodities such as cotton and wheat 
that require heavy exports each year may require a different type 
program than commodities that are largely consumed in this country. 
Our association has given much thought and study concerning a pro- 
gram for wheat. Since only about one-half of the wheat produced in 
this country is used for human consumption, any new sound —_ 
for wheat must be tailored to cause a maximum disappearance of whee 
overseas, and at the same time, encourage our poorer quality wien 
to be used for livestock feeding, arid accomplish this with a mini- 
mum of expense to the Government. 

Now, we believe our present program of 90 percent of parity, acreage 
allotments and marketing controls has worked well until the last 
year or two and has given the farmer his relative fair share of the 
national income. However, we realize that even with our acreage 
cut for 1954 if we raise a normal crop on 62 million acres we still will 
add a little wheat to our present surplus. Another disadvantage is 
that under our present agricultural law it is mandatory that we can- 
not sell any of our surplus wheat unless it is sold at a profit. Since 
surpluses always tend to depress the market the Government has few 
buyers and the tendency is to increase our surpluses even more and 
seek more storage space. It probably would be more economical to 


88490—54—pt. 20 16 











3622 LONG RANGE FARM PROGRAM 


sell some of our wheat at a slight loss, if the law were amended to 
allow it, rather than to continue paying our high storage costs. 

Certainly we do not feel that the so-called flexible parity will do 
any better than our present program. It can only do one thing, 
as I see it: Reduce the net income of the farmer still lower than it was 
in 1953, without a correspondig decrease in the goods and services 
the farmer must buy in order to produce. At the convention of the 
National Association of Wheat Growers held in Wichita, Kans.. 
in February we had 12 wheat States represented at this meeting 
and there was not a single vote cast for the flexible price support 
program. 

In 1952, my association outlined five basic principles which we be- 
lieve should be incorporated in any long-range program for wheat. 
These basic principles are: 

1. Least possible cost to the Government. 

2. Least possible Government control on how you operate your farm. 

3. Parity only on wheat used for food in the United States. 

t. Floor under wheat prices in case of an emergency. 

5. Maintain the productivity of the soil for future generations. 

A majority of the delegates present at our national wheat conven- 
tion voted for the principles of the two-price system. The 2-price 
system which we believe comes nearer embodying the 5 basic prir: ‘iples 
outlined above is domestic parity, sometimes c: alled “certificate plan.” 
We believe this plan will tend to do five things for the wheat industry : 

1. Increase freedom of operation of your farm. 

2. Maintain adequate income for the grower. It has been estimated 
that this plan, when operating without restrictions on acres will bring 
in just as many dollars to the farmers as our present program, and 
maybe a little more. 

3. Cause disappearance annually of 100 to 150 million bushels of 
wheat through feed channels, without disrupting commercial and 
grain sorghum feeding programs, because most of this feeding will be 
done in areas where long hauls and freight rates will make the cost of 
feeding corn and milo almost prohibitive. 

+. It will largely take the Government out of the wheat business. 

Enable us to sell wheat abroad without cost to the Government. 

We believe a program that will tend to do these five things should 
receive careful study and analysis by your committee and all organiza- 
tions interested in a sound long-range program for wheat 

However, we wish to emphasize that with our present large surplus 
of wheat we do not believe this program or any other new program 
would work at present. They would be doomed to failure without the 
possibility of a fair trial. Any new program for wheat would have to 
maintain acreage controls for at least a year or two. 

My association, therefore. recommends an extension of our present 
program of 90 percent of parity for at least one more year or until such 
time as our surpluses can be reduced to manageable proportions. Our 
most pressing problem seems to be reducing our surpluses and we be- 
lieve two steps are necessary in order to accomplish this. 

We stand for a long-range soil-building program. We recom- 
mend that a percentage of our diverted acres be retired from produc- 
tion, and that payments be made for conservation practices carried 
out on the farm. 
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We recommend maintenance of our present strict acreage control. 

Now, the two gentlemen from Oregon who follow me will go into 
a more detailed analy sis of the domestic parity plan for wheat, as it is 
applied on a State and national basis, and also, how it will work on 
an individual farm. 

Mr. Boyd of Texas will then give you a brief report of conditions at 
present in the drought-stricken Southwest area and the thinking of 
the farmers in his area on flexible price supports. 

Then Mr. Pat Patterson of Kansas will give you the recommenda- 
tions of the wheat growers of Kansas after that. 

The Cuairman. Thank you very much, Mr. Kendrick. 

I might say to the members of the committee who have come in 
after we started, we had an understanding before we started out that 
all five of these gentlemen would be heard before we asked any ques- 
tions. They are all talking about the same program and along the 
same line. I cers we will save some time that way, in view of the 
fact that the House is meeting at 11 o'clock, and we want to make the 
best possible time we can. 

Then the witnesses will be available for questions. 

The next witness will be Mr. Floyd Root, vice president of the 
National Association of Wheat Growers. We would be glad to hear 
from you Mr. Root. 


STATEMENT OF FLOYD ROOT, VICE PRESIDENT, NATIONAL 
ASSOCIATION OF WHEAT GROWERS 


Mr. Roor. Thank you, Mr. Chairman. My name is Floyd Root, 
a wheat producer in Sherman County, Oreg., and a vice president 
of the National Association of Wheat Growers. 

Our president, Kenneth Kendrick, has told you the position our 
association has taken on the flexible loan program for wheat. While 
it may be true that the flexible loan program would increase the con- 
sumption and decrease the production of some products by lowering 
the price, we are sure this would not be the case with wheat. Since 
the demand for wheat as food is inelastic, we fear changing from the 
present program of 90-percent supports to the flexible program would 
only result in a further reduction in the wheat growers’ income. Even 
though the wheat would be supported at a lower price, it would still 
not be within reach of export, feed, and industrial uses. 

If the loan were reduced tomorrow to 75 percent of parity, it is 
doubtful that there would be any change in the price of bread. A 
recent United States Department of Agriculture study states that no 
matter what happens to the price of wheat in the future, it will have 
little effect on the cost of bread. 

We feel the flexible price-support program will not move surplus 
wheat. We also realize 90-percent supports cannot be continued 
on a long-range basis without severe acreage reductions which have 
proven ineffective in the past. We feel that our present agricultural 
program is making a negative approach to our farm problem. Each 
year we get a surplus, we take acres out of production. Actually, 
what are we doing? We are simply stalling fer time. We are wait 
ing patiently for 1975, or the year 2000, when our population cannot 

consume our agricultural production. It is still a negative approach. 
For these reasons, we ask you to consider an alternate plan which 
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offers great promise—a plan which is based on full parity for wheat 
consumed domestically as food. 

Multiple-price systems are not new. They have been operating 
throughout the country under Federal and State legislation for many 
years to prevent the accumulation of surpluses. ‘The best examples 
are marketing agreements applying to milk, fruits, and vegetables. 

At the last annual meeting of the National Association of Wheat 
Growers, we endorsed in principle the domestic parity plan for wheat 
formerly known as the two price or income certificate plan. Two 
price is an incorrect name, however, because under this plan the 
farmer would sell all his wheat on the open market at prevailing 
yrices. 

The domestic parity plan is not a complete farm program in itself. 
It is an amendment only to that portion of the Agricultural Act of 
1938 which deals with parity payments. No other basic changes 
would be made in the present farm program. ‘There are several ver- 
sions of this plan and many people have worked on it. However, we 
feel the following plan would be the simplest way to obtain the desired 
ore ‘tive. 

The plan is designed to return 100 percent of parity to each farmer 
Pi his proportionate share of the wheat produced in the United States 
that is consumed domestically as food, and to move the balance of the 
wheat freely into export, feed, and industrial channels at free market 
prices. This could be accomplished as follows : 

(a) The Secretary of Agriculture would determine each year prior 
to the beginning of the wheat marketing year the portion of the crop 
estimated to be used domestically for food, and proclaim such por- 
tion as the national parity allotment for wheat. 

Each producer would share in the national parity allotment in the 
same ratio his average production holds te the national production. 
For example, if the Secretary determined that out of 1 billion bushels 
of national production 500 million, or one-half, would be used domes- 
tically for food, the farmer’s share of the national parity allotment 
would then be one-half of his total average production. 

(>) The national parity allotment, so proclaimed, would be appor- 
tioned among the States and counties on the basis of production his- 
tory, adjusted for abnormal weather conditions and for trends in 
production. The county allotments would be distributed to the indi- 
vidual farms by the same method as presently used for establishing 
wheat acreage allotments. 

(c) Parity certificates would be issued to each wheat-producing 
farm in a number sufficient to cover the bushels in its share of the 
ni ions al parity allotment. 

The value of each parity certificate would be the difference be- 
tween the estimated parity price and the estimated national average 
farm price of wheat. 

3. To insure orderly farm marketing of wheat and to protect pro- 
ducers of feed grains against excessive competition of wheat for feed, 
loans would be made available to wheat producers at a level based on 
the feed value of wheat relative to corn. 

t, Processors making first sales or importations of any product 
manufactured wholly or in part from wheat would be required to 
purchase parity certificates sufficient in number to cover the bushels 
of wheat used in the product sold domestically or imported for food. 
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Receipts from sales of parity certificates to processors (i and importers) 
would be deposited into the Federal Treasury. The parity certificates 
issued to producers would be redeemed from general appropriation 
funds as is being done under the sugar-payment system of the Sugar 
Act, the constitutionality of which is firmly established. No certifi- 
cates would be required to be purchased on wheat processed for export. 

. The cost to the processor of the parity certificates, when added to 
the cost of the wheat purchased by him at free market prices, would 
equal approximate parity. Thus, domestic consumers of flour, bread, 
and other wheat products would, inder the operation of the plan, pay 
no more for the wheat th: an intended under the operation of present 
programs, the objective of which 1s also the attainment and mainte- 
nance of parity prices to producers. 

We want to'make one point very clear. Under the domestic parity 
plan there would be only one price; that is, the market price at which 
wheat would move through all channels of trade and usage. This 
completes a brief description of the domestic parity plan. However, 
there are a few general comments L would like to make about it. 

We see no reason to believe that the domestic parity plan would lead 
to large-scale export dumping. This plan provides for loans to pro- 
ducers based on feed prices. If the world wheat price declined below 
the loan price, this would automatically stop competition in interna- 
tional trade and prevent export dumping. Such developments, in fact, 
are more likely to result from the operation of present programs, under 
which surpluses from one crop year are being piled upon top of 
another until the supplies of wheat owned by the Government reach 
such unmanageable proportions as to lead to large-scale export dump- 
ing, however undesirable, as a measure of disposal. 

The plan would be essentially self-financing, and export subsidies 
would be required only in years when export prices (under interna- 
tional agreement or otherwise) would decline below loan-supported 
market prices. The subsidies would, however, be relatively small 
compared with the subsidies required at all times with either 90 percent 
or flexible 75- to 90-percent support programs. 

Unpublished costs and benefit studies, which have been made by 
the technical staff of the Department of Agriculture, indicate that 
returns to wheat producers under the operation of the plan would, 
with the same parity formula, be larger than returns obtainable from 
the operation of present programs, under which stringent acreage 
curtailment would be unavoidable. Even with identical allotments in 
effect under either program, however, returns to producers from the 
operation of the domestic parity plan, as outlined, would be as high 
as under the programs now in effect. 

Several objections, of course, have been raised to this program. The 
only objection which we have heard from other farmers, however, is 
that it would put wheat in competition with corn for feed. To look at 
the matter realistically, we know that most wheat acreage forced out 
of production by control programs will go into feed grains like milo, 
barley, and corn. This acreage will produce more feed in the form 
of these commodities than it ever has in wheat. 

We would hope the domestic parity plan would increase the use 
of wheat for livestock feed by 150 million bushels. That is about 
3 percent of the 5 billion bushels of feed grain consumed annually. 
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Most of this would be fed in areas like the Pacific Northwest, where 
it would not seriously affect the market for other feed. 

We know that this program, if adopted, could not be fully effective 
immediately in the face of heavy supplies of wheat. We also know 
that many wheat producers do not understand how the plan would 
work. However, we feel sure that the majority of growers will sup- 
port the principles embodied in the domestic parity plan, once they 
realize how carefully it has been tailored to the particular problems 
now facing our commodity. 

In summary, let me support this statement by relating the advan- 
tages which this plan offers: 

First, it gives the farmer assurance to go ahead and develop long- 
range plans for his farm. Growers would shift out of wheat on farms 
where other crops would be more profitable than lower priced wheat, 
and high-cost producers would be inclined to limit production to the 
amount which could be sold profitably for domestic consumption. 

Second, the plan promises more income to farmers because it em- 
phasizes full production and marketing. Wheat would move freely 
into exports, livestock feed, and industrial uses. Once the present 
large surplus is worked off, acreage allotments should become rela- 
tively unnecessary. Growers who produce quality wheat would 
benefit because they would receive a premium above the average mar- 
ket price for all their wheat, in addition to their share of certificates. 
Growers that operate in areas where weather causes wide variations 
in yields would also benefit because the certificates would be issued 
on their average production and not the actual production of any 
l year. Thus, the certificates would serve as an insurance against low- 
crop yields. This would stabilize income, which should be an objec- 
tive of any sound program. 

Third, the plan restores greater freedom to the market place. Wheat 
would again be bought and sold competitively on a quality basis. The 
Government to a great extent could withdraw from the field of buy- 
ing, warehousing, and merchandising wheat, and free competition 
would be extensively restored in the export market. 

Fourth, in addition to being self-supporting, the plan would help 
farmers finance their operations during the high-expense season, since 
certificates would be issued before harvest. 

We who have studied the domestic parity plan believe it is the best 
proposal to date for wheat. It is a plan that makes sense, in that it 
emphasizes expanded markets rather than restricted production. We 
have found that as this plan is better understood it gains more sup- 
porters. It may take another year to inform enough producers of the 
merits of the domestic parity plan, in order that you gentlemen will 
have the support you need to enact it into law. If that time is re- 
quired, then the National Association of Wheat Growers requests that 
the present program of 90-percent supports be continued for another 
year until a long-range program for wheat can be developed. 

I thank you for this opportunity to appear before you. 

The Cratrman. Thank you very much, Mr. Root, for your state- 
ment. 

The next witness will be Mr. Jack L. Smith, representing the Oregon 
Wheat Growers’ League. 
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STATEMENT OF JACK L. SMITH, CHAIRMAN, FEDERAL AGRICUL- 
TURE COMMITTEE, OREGON WHEAT GROWERS’ LEAGUE 


Mr. Smiru. Mr. Chairman, my name is Jack L. Smith. Iam chair- 
man of the Federal agriculture committee of the Oregon Wheat 
Growers’ League. I am a wheat producer in Gilliam County, Oreg., 
operating the farm I have lived on all my life, except for that period 
during which I attended Oregon State College and served in the Air 
lorce during World War II. I am in a partnership operation with 
my father and brother-in-law, each of us ownir g our land individually, 
but operating it together, and each contributing all his time to the 
farm operation. My share of this partnership is 1,400 acres of tillable 
lund, which is smaller than average for the area 

My farm has been producing wheat on a sunmer-fallow basis since 
the first land was broken from the sod by my grandfather in 1892. 
it is suitable only to the growing of wheat, for low rainfall (about 
12 inches annually) has made my attempts with alfalfa, peas, and 
seed grasses as substitute cash crops unsuccessful. 

The Oregon Wheat Growers’ League asked me to appear before this 
committee to talk about the present program as it affects my farm. 
The program as it operated in the past has served my needs well. 

The agriculture conservation program of education and incentive 
payments for conservation has done much to conserve my farm for the 
N: a ion and for my children. 

The Federal crop-insurance program, although needing continued 
study and development in increasing coverage, has protected me from 
loss of my operating costs in case of crop fi ailures. 

The loan program, with its high support price, has given me 
enough money to protect my farm and way of life. I have been able 
to make farm improvements and develop a sound conservation pro- 
gram faster and better than I could have had I had less income. My 
credit has been good. I have been able to provide better educational 
opportunities for my children and assist financially in the growth of 
my church and community. These, I believe, insure our American 
way of life. Last but not least, I have been able to help bear the 
cost of the defense of our Nation. 

Although I am still a Chevrolet class of farmer, I must truthfully 
admit I have not had many worries. 

Then came July 1953, when the farmers of Gilliam County and 
the Nation made the long walk to vote for or against marketing 
quotas. The choice for me was a hard one to accept. Needless to 
say, I did not want to submit to acreage and marketing restrictions, 
which mean loss of freedom to operate my farm in an efficient manner. 
However, when I weighed the choice between 50 percent of parity 
with acreage allotments and 90 percent of parity with acreage controls 
and marketing quotas, I had to accept the ‘fact that I could not 
survive on $1.13 wheat. With a long-term average of 20 bushels for 
my farm, it would give me $22.60 an acre if the crop were average and 
the market went down to the loan. At present costs I cannot raise 
wheat for that, let alone live; so I voted for quotas and 90 percent 
of parity. 

My worries had just begun, for with 1,400 acres in a summer-fallow 
system I had 700 acres ready for fall planting, and with Gilliam 
County’s acreage cut announced at 32.5 percent, it left me with 227 
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acres that I could not plant to wheat. With the high cost of labor, 
farm machinery, fuel, and maintenance, my cost of operation is high, 
and I had that cost invested in 227 acres outside my allotment. July 
was too late to call the whole thing off, for by then it was nearly 
ready for planting. What could I do with it? I could not let it lay 
“age and unprotected, to wash away in the winter storm, for that would 
be destroying a national heritage which we who till the soil must 
vuard for future generations. Besides, with a third less income from 
wheat and no chance to reduce operating costs, I needed to find a 
eash crop. I could plant grass, which would take 2 or 3 years to 
establish, but then without investing in cattle, I could wi utilize it; 
and frankly, it looked like a poor time to go into the cattle business. 

The lack of continuity in the program made it impossible to plan 
a program for diverted acres, or count on a long e mnough — to get 
my investment back, for without acreage controls, wheat was my best 
eash crop. 

My last alternative was to contribute to the barley and feed-grain 
surplus. Although the price of barley will be low, it looked to me like 
the best cash prospect. However, in planting barley I faced the fact 
that I was hurting the fellow whose business is the growing of feed 
grain and that I would have difficulty in finding storage, for my local 
coop will be filled to near capacity with loan wheat turned over April 
30. Even as CCC wheat moves to terminal storage, there will be no 
room; for barley and wheat do not mix in a crowded facility. 

In a few months, with the grace of God and a little luek, the 1954 
crop year will be behind me. Spring is here, and again lack of con- 
tinuity mi akes it difficult to plan for the 1955 crop, for in a summer- 

fallow area the planning for the year ahead begins now. 

As I look ahead, a few things are apparent. 

1. I have 700 acres to plow, and I cannot plan on soil-conserving 
crops, for I do not know what my allotment will be, or for sure that 
there will be allotments. 

2. I will have a third less income from the 1954 crop if yields are 
average. 

To maintain a level of security, I must hire less labor and sharply 
curtail my purchase of services and material not essential, for with 
the same number of acres to till I have little chance to reduce operat- 
ing@ costs 

t. IT must take the maximum from the land I will have in wheat by 
heavy fertilization and by concentrating on production tillage in- 
stead of conservation. 

It is obvious that any further reduction in acreage or support level 
under this program will only tend to multiply these problems and on 
maller farms it would be disastrous. 

To say the least Iam not happy with this type of farm planning, 
for in agriculture as in other business, orderly programing is essen- 
tial. 

To summarize the effect of acreage controls and marketing quotas 
on my farm: 

1. It lowers my income, for finding suitable cash crops in my area 
is difficult. 

2. IT have no chance to lower operating costs because I still have 


tillage operations on diverted acres. 
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3. Lack of continuity has handicapped constructive planning for 
diverted acres. 

4. It has handicapped my conservation program. 

>. It has forced me to the production of barley on land best suited 
to the growing of wheat, thus creating a storage problem. 

6. It has forced me to accept control on my freedom to till the soil 
as I see fit. 

I have been satisfied with the program as it has operated in the past 
10 years without acreage controls or marketing quotas and I would 
like to ask that you continue high supports without limitation on 
acreage and marketing, but I realize that it must be necessary to 
make changes in order to dispose of the surplus wheat. 

In realization of this fact, I would urge adoption of a policy en 
dorsed by the members of the Oregon Wheat Growers League. Its 
principles are: 

1. Least possible cost to the Government. 

2. Least possible Government control on how I operate my farm. 

3. Parity on wheat used for food in the United States. 

4. A floor under wheat prices in case of emergency. 

5. Maintain the productivity of the soil for future generations. 

To date these principles have been best incorporated in the domestic 
parity plan just presented by Mr. Root. Here is how this plan would 
affect my farm. I have 700 acres to plow. How will I plan? I know 
I would have 100 percent of parity on my share of the domestic 
market which would be used for human food. Converted to acres, I 
can plant 350 acres with full price protection. This is fair, because 
I pay a full parity price for all of the expenses incurred in producing 
the crop. Because crop diversification is difficult in my area, I would 
probably plant wheat on a large portion of the balance, for it would 
be the most efficient use of the land. With the present large carryover 
of wheat it would probably be necessary to have acreage allotments 
until surplus wheat can be meved into export and feed channels. But 
with the emphasis of this plan being placed on marketing and its 
acceptance as a long-range program, I would seed a part of my land 
to grass, which would be a boost to my conservation program. Farm 
ers in other areas would also divert acreage to soil-saving crops when 
it could be done profitably. 

This type of planning would not interfere with a normal farm 
operation and would permit me to operate more efficiently, even 
though I would have to sell the surplus into export, feed, or industrial 
uses, at lower than parity prices. 

With certificates issued before harvest, it would be of great help in 
financing farm operations during the high expense season, and by 
receiving my allotted number of certificates regardless of yield for 
the year, I will be able to maintain a level of security. 

By local co-op will be better able to handle my crop, for with wheat 
moving in free market channels, storage could be clear before harvest. 

A few days ago I was in the fields plowing, and as I watched the 
earth turn, I saw clearly adapting this plan to my farm. I only 
hope that I have explained the problems with the clarity in which I 
see them, for I have a responsibility not only to my family, but to the 
people of my community whose business is dependent on farm income, 
and only through your careful consideration of this plan do I see the 
fulfillment of that duty. 
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I wish to thank you for the opportunity of appearing before you, sir. 

The Cuamman. We thank you very much, Mr. Smith. 

Before calling the next witness the chair would like to take this 
opportunity to present to the committee two distinguished guests we 
have in our audience this morning. One of them is a member of the 
Parliament of Greece, and the other is secretary general of the Mod- 
erate Liberal Party of Denmark. 

I am going to ask them to stand, if they will, when I call their names. 
Perhaps after the meeting the members will have an opportunity to 
visit with them briefly. 

The first gentleman I wish to present is Mr. Achilles Yerokosto- 
poulos, a member of the Greek Parliament. [{ Applause. | 

The Cuatrman. The next is Mr. Holger Sorensen, secretary general 
of the Moderate Liberal Party of Denmark. [ Applause. | 

The CHatrMan. We are very happy to have both these distin- 
guished gentlemen in our audience this morning. 

The next witness will be Mr. Carroll Boyd, the vice president of the 
National Association of Wheat Growers. We would be glad to hear 
from you, Mr. Boyd. 


STATEMENT OF CARROLL BOYD, VICE PRESIDENT, THE NATIONAL 
ASSOCIATION OF WHEAT GROWERS 


Mr. Boyp. Gentlemen, I am Carroll Boyd, a wheat farmer from 
Dumas, Tex. I am vice president of the National Association of 
Wheat Growers. Perhaps you gentlemen would like to have a report 
on the general conditions of wheat in the southwestern part of the 
United States. This area includes western Oklahoma, eastern New 
Mexico, northwestern quarter of Texas, eastern Colorado, and extreme 
western Kansas. 

This is the area that has received such severe winds and soil erosion 
from dust in the past 6 weeks. On the morning of February 19 I was 
awakened by the alarm clock at 7:30, but thought I had made a 
mistake in setting the clock because there was no daylight. I checked 
my watch and found it indicated 7:30 also. Then I realized that 
something was happening that was not normal. I went to the win- 
dlows and could not see the street light a half block away. Then I 
realized that we were having a terrible dust storm. It was pitch 
dark outside and remained this way until about 10 o’clock in the 
morning. ‘Then it began snowing and partly cleared the air. Most. 
oldtimers agree that we have had only one other duststorm that equaled 
this one and that was in 1935. In the past 6 weeks we have had more 
hard winds and blowing dust than we have had since the thirties. 

In this blow area it is estimated that there are about 11 million 
acres of wheat sowed, and between 4 and 5 million acres of this wheat 
has already blown out. It is past the stage where a good rain would 
revive it. Of the 6 or 7 million acres left in this area, unless we get 
rain within the next week or two, most of this wheat will die from 
want of moisture. In my area of Texas, many of the fields have large 
brwn spots in them. The wheat is not entirely dead as yet but will 
be soon unless we get adequate moisture. Although I know that the 
eastern half of Kansas and Oklahoma and many other sections of the 
Wheat Belt still have very good prospects, my guess is that. we prob- 
ably will not harvest over 56 or 57 million acres of wheat in 1954. 
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May I add that we have an allotment of 62 million acres of wheat, 
and this is approximately what is sold. It could be there would not 
be over 50 million acres harvested this year if this situation of lack 
of moisture continues. 

This within itself may go a long way toward reducing our surplus 
of wheat. It may be that our 800-million-bushel surplus of wheat 
could turn out to be quite a blessing in disguise for the Nation as a 
whole. 

Relative to farm commodity surpluses, we think Congress should 
investigate reliable reported incidents of State Department interfer- 
ence with sales of farm commodities to other nations. Farm periodi- 
cals have re ported several instances where, for some reason, the State 
Department has held up large sales of wheat, cotton, and apples to 
other nations and caused them to be bought elsewhere than from the 
United States. 

They may have good reasons for such nations but if the sale of farm 
commodities is being blocked for political reasons, the administration 
and the Nation at large should not charge the farmer with responsi- 
bility for farm surplus that otherwise would move out into world 
commerce. Moreover, a certain carryover in farm commodities must 
be regarded as a part of well-balanced defense. In every case of 
trouble, the wheat-growing industry has been besieged with Govern- 
ment requests for immediately becoming geared to maximum produe- 
tion. There is little in the world picture today that can be a guaranty 
against another similar call within days, weeks, or months. The 
changeover from minimum wheat production involves costs com- 
parable with those of tooling up for industrial or any other produc- 
tion. Stabilization demands that the farmer be sustained in his 
burden of switching from all-out production at the call of each 
emergency, to the lag and heocsieanioneben period that follows sudden 
curtailment of defense requirements. It may be as at Mother Nature, 
who has been so bountiful for the past 8 or 10 years in giving the entire 
country plenty of rainfall for bumper crops, may now find several 
years with a short supply of moisture. This, I believe, has been the 
history of agriculture in the United States. 

The speakers who have preceded me have stated that they believe 
our present system of 90-percent parity, controlled acres, and market- 
ing quotas when necessary, should be extended for at least. 1 more year 

longer, if it takes it, to get our surpluses down to manageable 
proportions. Certainly the growers in my area agree with this. 
They are definitely opposed to the so-called flexible price supports. 

We all agree that any completely new farm program for wheat 
would require a year or more of selling and educating the wheatgrow- 
ers throughout the United States. Yet, during this interim period, 
it is difficult to understand why some of our farm leaders would advo- 
cate reducing the farmer’s net income still further than it has already 
been reduced, with the cost of production in the past 3 years, and this 
is exactly what the so-called sliding scale of parity would do. If the 
present recommendations of the Department of Agriculture are car- 
ried out it will simply mean the farmer’s income on wheat will be 
reduced 30 percent. This would mean a saving, if any, to the con- 
sumer in a 1-pound loaf of bread of only 1 cent, since there is only ‘ 
cents’ worth of wheat in a 1-pound loaf of bread. My wife tells me ¢ 
pound loaf of bread is selling today in Dumas for 20 cents. To pos- 
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sibly lower the price of a loaf of bread to the consumer 1 cent, the 
income of the wheat mes +r will be lowered 30 percent. 

We feel any new, sound, long-range program for wheat should do 
at last three things for the grower: 

1. Maintain adequate income. 

. Freedom of operation of farm. 
3. Limit production as little as possible. 

Those who have made a detailed study of the domestic parity pl: in 
for wheat that has been presented to you gentlemen today believe that 
this plan will come nearer incorporating the above-mentioned points 
than any other new wheat program being considered at the present 
time. 

I repeat, that we believe the 90 percent of parity as it is working 
today should remain as the farm program until the surplus could 
be used up. I feel that 1 or 2 years of study is needed by both the 
lawmakers and the farmers before any new farm program should be 
put into law. 

Thi ink you for this opportunity of appearing before you. 

The Cruamman. We thank you very much, Mr. Boyd. 

The Chair is now very happy to present to the committee one of his 
own constituents from Kansas, a wheatgrower, who is the former 
president and the present president of the Kansas Association of 
Wheat Growers, from Oxford, Kans., representing the largest wheat 
growing county in Kansas, Sumner County. 

May I present Mr. R. L. Patterson, of Oxford, Kans. 


STATEMENT OF R. L. PATTERSON, PRESIDENT, KANSAS 
ASSOCIATION OF WHEAT GROWERS 


Mr. Parrerson. Mr. Chairman and members of the committee, it is 
with humility that I apologize to you at this time. I have had some 
other meetings this morning, and somewhere there are 100 copies of 
this testimony I wish to give, which I cannot locate at the present 
ee 

‘rom my pocket I have only six copies. 

I will assure you I will get to the secretary those copies, but I do 
not have them now, and it is with humility that I apologize to you. 

The Cuarrman. We are sorry we do not have them, but if they are 
eal later we will see that each member gets a copy of your state- 
ment. 

Mr. Parrerson. I wish to present to you gentlemen in my testimony 
the resolutions that were adopted at the 1954 annual meeting of the 
Kansas Association of Wheat Growers, held in Hutchinson, Kans. 

My name is R, L. Patterson of Oxford, Kans., a wheatgrower in 
Sumner County. I am a vice president of the National Association 
of Wheat Growers, and president of the Kansas Association of Wheat 
Growers. 

The Kansas Association of Wheat Growers wishes to again recog- 
nize our position as a strictly commodity group and reaffirm our desire 
to work with all general farm organizations in the solution of our 
problems. A program for each commodity may be the proper ap- 
proach to our agricultural problems with a fair degree of tolerance 
by each for the rights of others. We wish to thank all general farm 
organizations for their cooperation in the past, 
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We believe the following basic essentials to be fundamental to a 
successful national wheat program: 

(a) Assure full parity to wheat producers for the portion of the 
United States wheat crop sold for domestic food consumption. (By 
means of certificate allotments or some other nongovernmental method 
of financing to make up the difference between market prices and full 
parity.) 

(b) Make available crop loans to producers at a price level designed 
to insure orderly marketing and to protect wheat producers against 
unduly low returns. 

(c) Assure freedom of operation on individual farms with a mini- 
mum of governmental regulations and stimulate maximum economic 
use and free movement of wheat on a competitive price basis through 
regular nongovernmental trade channels at home and abroad. 

(d) Encourage the production of high-quality wheat, with full 
recognition of quality factors, and promote the conservation of our 
agricultural resources of production. 

(e) To achieve the above principles we believe that— 

(1) Allotments must be made in bushels rather than acres. 

(2) Sound soil-conserving practices and good farm management 
daa | be factors in establishing farm bushel allotments. 

We recognize the fundamental economic principle that any pro- 
gram which tends to dislocate production from a low-cost area to 
higher-cost areas is detrimental to the industry and costly to the 
consumer. 

We realize that the present system of high fixed supports on all 
our production has cau very satisfying, but with the present sur- 
pluses on hand it cannot continue to operate satisfactorily. We rec- 
ommend that if farmers are again asked to vote on the acreage redue- 
tions and quotas that will be needed to maintain this system that an 
alternate plan be submitted embodying the above basic suggestions. 

Gentlemen, I thank you for this privilege and opportunity. 

The Cuarrman. We thank you very much for the information that 
you have given the committee. 

I will say to the members who were not here when the committee 
convened that it was agreed at that time no questions would be asked 
the witnesses until the conclusion of their testimony. 

Are there any questions at this time? 

Mr. Poace. I would like to ask Mr. Patterson and Mr. Kendrick, 
too, do I understand from your statement you propose this domestic 
parity program would not go into effect until it had been approved 
by the vote of the wheat producers? Is that right ? 

Mr. Parrerson. That was my last statement, that it be used as an 
alternative plan. The individual wheat grower might have the priv- 
ilege to vote for this or the other program. 

Mr. Poacr. You would submit to all the wheat producers of the 
United States a threefold opportunity. Is that what you would sub- 
mit—this domestic parity program or 90 percent of parity, or noth- 
ing; is that what you suggest / 

Mr. Parrerson. Whatever programs might be submitted. We are 
submitting this one, and it is different from the one we have in effect 
at the present time. 

Mr. Poacre. You would want the farmers to vote as between this 
and what we have in effect 
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Mr. Parrerson. That is correct. 

Mr. Poacr. That is your position, too, Mr. Kendrick, of the national 
association ¢ 

Mr. Kenprick. I do not think the national association would have 
any objection to that. I think that would be the democratic way to 
operate. 

The Cuarman. As I understood Mr. Patterson, and as embodied 
in his statement, there was a set of resolutions adopted by the Kansas 
Association of Wheat Growers, and their position was when farmers 
voted on the question of marketing quotas, they should have some 
other alternative than just merely voting for marketing quotas and 
90 percent of parity or nothing There should be some better alterna- 
tive than nothing, and therefore, in the case of wheat the farmer 
should have the opportunity to choose between two plans. 

Mr. Parrerson. I might make this statement. Prior to this annual 
meeting the program was taken into 46 counties in the State of Kansas 
for discussion purposes as to the thinking of the individual wheat 
growers, and these resolutions are the outcome of that thinking and 
discussion. 

Mr. AnpresEN. The proposal that you have mentioned is somewhat 
similar to the prince iples of the old MeNary-Haugen bill, where you 
segregate the wheat used for domestic consumption and sell that wheat 
at the American price level, and the rest was sold in the world market 
ata world price. At that time it was proposed to levy an equaliza- 
tion fee on all of the wheat sold in this country and that equalization 
fee would be used to stand the losses that we might have to take on 
the surplus sold in the world market. 

Are the plans that you have proposed to the committee somewhat 
similar to that ? 

Mr. Parrerson. They are. Some of our line of thinking in the 
discussions on this was that all of the wheat would go into one market 
at the market place and the difference in price of the wheat milled 
for our own consumption, the miller would pay into the Treasury, 
the difference between what was at the market price and the parity 
price, and that would be used to handle these certificates, or whatever 
plan would be put into effect for bringing that to a level. 

Mr. Anpresen. The first MeNary-Haugen bill provided that there 
should be a deduction from the producer when he sold all his wheat 
He would sell all his wheat and then there would be an equalization 
fee and he would get what you might term a blended price. At that 
time we were ti alking i in terms of exports of about 250 million bushels ¢ 
year, and it was estimated there should be a deduction of 10 cents a 
bushel, or 15 cents a bushel, on all wheat sold in the country and that 
15-cent equalization fee would be used to stand the loss on what was 
sold on the world market. Your proposal is that the miller should 
pay the price and then they would pay the fee instead of it coming 
from the producer; is that correct ? 

Mr. Parrerson. It would not come from the producer. It is more 
like the Sugar Act. 

Mr. Anpresen. It would come from the processor of the wheat? 

Mr. Parrerson. That is right. 

Mr. Anernetruy. Mr. Chairman, I have a question that I would like 
to ask him. 
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First, Mr. Smith, I would like to say that I well remember your 
statement when we were out at Pendleton. You did a very effective 
job, as you have done this morning. You have made an excellent 
statement. 

As I understand, you more or less recommend a two-price system for 
wheat with a guaranty of 100 percent of parity for that part of your 
domestic allotment. This is what has alw: ays concerned me about the 
two-price system: How would you determine what portion of the 
production from your farm or farm X, we will say, was for domestic 
purposes and what portion for export purposes without a terrific 
amount of policing of the farms at harvest time ? 

Mr. Smrru. As I understand the plan, first of all, there would be 
in the actual bushelage no segregation. 

Mr. Asernetiry. It would be in the bushels ? 

Mr. Smiru. It would be handled on a bushel basis. 

Mr. Anernetiy. I understood your statement to be that you would 
get your quota and it would be converted to acreage, and you would 
have so many acres with full price protection. 

Mr. Smirn. Yes. 

Mr. Anerneruy. You meant that it would be approximately equiva- 
lent to so many acres ? 

Mr. Smiru. Yes. To convert it to my farm, if the Secretary of 
Agriculture ascertained that half of the total production would be 
used for domestic consumption, I would be entitled to a certificate on 
half of my average production. 

Mr. Anernetuy. Throughout the farm ? 

Mr. Siri. Yes. 

Mr. Anerneruy. I understand your point now. It appeared to me 
you would have so many acres and you would market a certain part 
of it in the domestic market. 

The CHarrmMan. The committee will recess until 1 o’clock. 

(Whereupon, at 11: 10 o’clock, the committee recessed to reconvene 
at 1 p.m.) 

AFTERNOON SESSION 


The Cratrman. The committee will come to order. 

The committee has met this afternoon to hear Mr. H. L. Wingate. 
We are very happy to have you mene, Mr. Wingate. We are sorry 
that we are in a situation whereby it is difficult to get the members 
here. It is difficult because there is a vee on a very important matter 
coming up very shortly. I think that we should go ahead. We are 
very ha appy to have you here. I think there will be some more mem- 
bers coming in as we go along, but I think we should not wait any 
longer. If you will proceed we will be very happy to hear you. 


STATEMENT OF H. L. WINGATE, PRESIDENT OF THE GEORGIA 
FARM BUREAU FEDERATION, MACON, GA. 


Mr. Wineare. Thank you very much, Mr. Chairman. 

I would like to say that I realize that you really have a problem 
here. I know how it is with these rollcalls on these important bills. 
I wish very much that more of the members could be here. 

Gentlemen of the committee, I want to take this opportunity to 
thank you for the privilege of appearing before you, and I want to 
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assure you that this really is not a pleasure to me at this time because 
I am here opposing my own national organization on this price sup- 
port program. 
I wish it were so that I could go along and work with them, but 
my people, as I see it—the vast majority of the farmers of this Na- 
tion—are not in favor of the flexible price support, and I feel it is an 
absolute duty that I come here and make this statement to you today. 
I want to thank you also, gentlemen, for the very fine job you did 
in visiting sections of this Nation trying to get the grassroots opin- 
ions of the farmers on the very important matter. [ think that you 
did a wonderful job, and we were very much delighted to have you 
down in our State. 
Gentlemen, I have a few pages of a prepared statement that I would 
like to read, and then I would like to bring out a few other points in * 
addition. 
First, I would like to read my prepared statement. 
Agriculture is number one in the basics of our national economy. 


I am sure it world startle all of us if we knew today just how many ‘ 
millions of nonfarm people are living on the purchasing power of 
farmers. In 1952 farmers purchased over 7 million tons of steel— 


more than is used for a year’s output of passenger cars; 161% billion 
gallons of crude oil—more than is used by any other industry ; 320 
million pounds of raw rubber—enough to put tires on over 6 million 
cars; 15 billion kilowatt-hours of electric power—enough to supply 
Chicago, Detroit, Baltimore, and Houston for 1 year. There are 
owned by farmers in this Nation today 4,400,000 tractors, approxi- 
mately the same number of cars, and over 2,500,000 trucks. 

Farmers must, and have, produced ample food and fiber, not only 
in time of peace but in time of war. Agriculture is the largest in- 
dustry in this Nation and its problems are somewhat different from 
those of other industries. All industries, or businesses producing or 
handling either raw materials or finished goods control their produc- 
tion or purchases or they will not remain in business very long. Con- 
trols in all but agric ‘ulture can be geared up or down as needed all 
through the year. Agriculture can attempt to control only once each 
year. Farming has many hazards such as extreme wet weather, 
droughts, insects, and diseases making our controls less effective, and 
for these reasons we are called upon to carry large surpluses of storable 
commodities for the protection of the consuming public and the se- 
curity of our Nation. Farmers harvest and market all of their crops 
over a period of about 3 months, and carrying surpluses required of 
them makes it impossible to get 100, 90, or even 75 percent of parity 
without a support program. 















SLIDING PROVES FALSE THEORY 





SCALE 





Those who advocate a sliding scale or flexible price support program 
for the basic commodities contend that lower prices will very readily 
wipe out surpluses, decrease production and increase the farmer’s in- 
come. This very old theory that lowering of prices for farm com- 
modities will cause a real reduction in supplies has been proven false 
until this good day. You can take the official records as far back as 
we have them and no other conclusion can be reached other than false. 
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I would think that the vast majority of this committee and others 
in this room will remember prices of farm commodities in the early 
thirties. Had the above theory been true, farmers would have prac- 
tically cut out farming and spent a great part of their time eating, 
since commodities were so cheap. Official records which will refresh 
your memories of the early thirties are as follows, and the following 
figures are weighted averages per year: hogs in 1931 were 5.7 cents 
per pound, in 1932—3.3 cents per pound; cattle in 1931 was 5.3 cents 
per pound and in 1932, 4.2 cents per pound; cotton in 1931 was 5.6 
cents per pound and in 1932, 6.5 cents per pound; tobacco in 1931 was 
8.2 cents per pound and in 19: 32, 10.5 cents per pound; wheat in 1931 
was 39 cents per bushel and in 1932, 38.2 cents per bushel; corn in 
1931 was 32 cents per bushel and in 1932, 31.9 cents per bushel. These 
disastrously low farm prices practically wrecked the economy of our 
Nation at that time. Let’s take a look at a few items on today’s prices. 
If cotton were reduced to 75 percent of parity, which would drop it 
about 5 cents per pound. The average amount of raw cotton in a shirt 
is three-quarters of a pound. This would save the consumer 4 cents 
on a $2.50 shirt; a housedress three quarters of a pound, saving con- 
sumer 4 cents on a $2.98 or $4.98 dress; a street dress, 1 pound, sav- 
ing consumer 5 cents on a $5 to $7 dress; a bed sheet, 2 1/5 pounds, 
saving consumer 11 cents on this $2.50 item. 

Let’s take a look at wheat. The value of the farmer’s wheat in a 

l-pound loaf of bread in 1953 was 214 cents. The average sale of 
1-pound loaves during 1953 was 16.44 cents. The farmer would have 
to reduce the price of wheat 80 cents per bushel to save the consumer 
1 cent per loaf. In 1952 the price of the farmer's tobacco going into 
cigarettes averaged about 55 cents per pound. The farmer’s share 
in a regular size package was 3.3 cents. To save the consumer 1 cent 
per package on cigarettes the farmer would have to reduce his price 
over 15 cents per pound. I could carry this on and on. 

The above figures are official figures from our Department of Agri 
culture. These figures are conclusive evidence that the flexible, or 
sliding scale price-support program, is false and I fee] that the above 
factual information is sufficient evidence to prove that the flexible 
price-support program would only reduce the farmer’s purchasing 
power and upset drastically the economy of our Nation “Witheull any 
saving to the consuming public. 

I would not, and I do not believe anyone on this committee would 
think for one moment when there is a surplus of labor, of asking labor 
to reduce their wages 15 percent on the theory that prices would be 
reduced, more goods consumed, and more labor employed. However, 
I feel that this type of program would be just as reasonable as it would 
to ask farmers to reduce their prices as mentioned above. 

Those advocating flexible support program will tell you it was dif- 
ferent then. They will reduce production now. Let’s look at the 
latest figures we have, based on the flexible sliding scale, for some of 
the nonbasic commodities for 1954. 

I would like to say there, our basic commodities are mandatory 
at 90 now, and I have to use the nonbasic commodities because they 
are flexible, and they are flexing them now, and I want to give you the 
results. 

The price support on soybeans has been flexed from 90 percent 
down to 80 percent. The Department estimates 12 percent increase 
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in acreage this year. The support on corn in the noncommercial areas 
has flexed from 90 to 67 percent with an estimated increase of 5 to 
10 percent in acreage. Dry edible beans flexed from 87 to 80 percent 
with an estimated increase of 14 percent in acreage. Flaxseed has 
flexed from 80 to 70 percent with an estimated increase of 18 percent 
in acreage. The above estimates are from the Department of Agri- 
culture and continue to prove the theory false. 


COST OF PRESENT FARM PROGRAM 


This question has been abused more than any other thing about 
the farm program. The people have been told over and over that 
the support program has cost from $1.2 billion to $13 billion. The 
CCC has financed the support program from its beginning, October 
17, 1933, to date. The best way I know to answer the question is 
by referring you to the hearings before the House Subcommittee on 
Agricultural Appropriations, January 1954, page 123. 

I have the copy here that we can refer to, 

Mr. Benson gives a complete statement of gains and losses by com- 
modities from October 17, 1933, through November 30, 1953. The 
report shows a net loss for CCC’s operations for the 20 years, 1 month, 
and 13 days to be $1,194,800,000. Checking the 6 basic commodities, 
I find during the same period a net loss on them of $53,100,000, or an 
average of about $214 million per year. 

The loss on Irish potatoes and eggs alone was $667.7 million, or 
56 percent of the total loss for CCC for the entire period. That was 
a war problem. 

Three basic commodities—cotton, tobacco, and peanuts—have been 
under controls much of the time. These three commodities show a 
net gain over the entire period of $140.2 million. The total cost to 
the taxpayer on all commodities for the 20 years averaged $59.7 
million per year, which is very cheap insurance, guaranteeing an 
ample supply of food and fiber at all times. The great hue- and- cry 
is subsidies to farmers. What about subsidies to shipping interests, 
airline interests, newspapers, and periodicals, along with the tariffs 
in our Nation, for the past 20 years. These figures, if available, 
would be most revealing to the general public. 


HIGH SUPPORTS WAR PROGRAMS 


The program to raise the minimum guaranty from 52 percent to 
85 percent of parity was discussed at the national convention of the 
American Farm Bureau Federation in 1939. It was not adopted, but 
after discussions back in the States during 1940, the AF BF adopted 
the 85 percent minimum guaranty at its 1940 convention. It was 
passed by Congress in 1941. The discussion started well before the 
war, the bill was passed by Congress before the war, and at a time 
when our surpluses were very heavy. The guaranties, of course, 
were raised to 90 percent during the war. The 85 and then 90 per- 
cent support program came from the grassroots up. The flexible or 
sliding scale program started with our leaders at the top and they 
have been 6 years trying to sell it to the farmers, and I feel certain 
a good majority of the ‘farmers of this N Nation, if given a chance to 
vote, would vote for the 90 percent support program. 
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The Cuamman. We thank you very much, Mr. Wingate. 

Mr. Wingate. I would like to drop back and mention wheat a little 
bit before I go further. 

I notice that the wheat boys, in testifying this morning, had dif- 
ferent figures, up to 3 cents per loaf, 2.7 cents per loaf, and I have 
2.5 cents per loaf. I checked with them and their figures are figures 
that go further back. You remember a year and a half ago wheat 
was $2.50, or $2.75 a bushel, and I got the figures Tuesday of this 
week from Mr. Harold’s office, and he said that those were the cor- 
rect figures for 19*3, which was last year, and that wheat averaged 
$1.99 plus per bushel. 

So, I wanted to clear that up, as I noticed they gave those figures, 
and I would like to try to reconcile them. My point is that the figures 
given by the wheat boys this morning were 1951 and 1952 figures, and 
my figures are 1953 figures. I do not like to deal too much in figures, 
first. because the gentlemen were trying to tell us that if we let these 
prices slide down from 90 percent of parity to 75 percent that this 
situation will be cleared up and we will get it out of the way, and 
everything will be just fine and we will increase the farmer’s income. 
These are actual records that I have given. Now, to drop wheat, to 
drop cotton, to drop tobacco, and other commodities just that little 
bit would certainly wreck the farmer. It would wreck our income, 
and the consumer will get no benefit out of it at all, and I just wanted 
to put a little more stress on that before I took time to go into the 
statement. 

The CHamrMan. That is a very important point. 

Mr. Wrnaate. I would like to go just a little further before you ask 
any questions. I have a few points here that I would like to bring out. 

The Secretary, along with Mr. Kline, and some of the staff members, 
and others, have argued all over this Nation that the 90 percent sup- 
port program is pricing us out of the market, and they tell us of this 
flexible program that will lower our prices, and bring supplies in line, 
which will bring us 100 percent of parity, and they tell us that is 
what they are fighting for. Now, how in the world, if we are priced 
out of the market at 90 percent of parity, how in the world are we ever 
going to get 100 percent of parity on any such setup as that ? 

Mr. Poacr. You were not particularly anxious for that, were you? 

Mr. Wingate. No. I just wanted to tell you that it is false— 
absolutely. I do not want to critize them, as everybody makes mis- 
takes, you know. 

Mr. Coo.ry. Will you yield for a question, Mr. Wingate ? 

Mr. Wingate. Yes, sir. 

Mr. Coorry. Is it not a fact, Mr. Wingate, that the cost of the wheat 
that goes into a loaf of bread is so negligible, when related to the 
amount that the consumer pays for the bread, that even if you reduced 
the support program from 90 percent of parity to 75 percent of parity 
that the consuming public would never know the difference? 

Mr. Winecate. There is no way for them to know. 

Mr. Coo.try. Because the baker would not reduce the price of bread; 
is not that true? 

Mr. Wrineate. Yes, sir; that is correct. 

Mr. Coo.try. The same thing is true with reference to the value of 
tobacco that goes into the manufacture of cigarettes. 

Mr. Wrneate, That is right. 
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Mr. Coorry. It is such a negligible item that if we were to reduce 
parity from 90 percent to even 50 percent the manufacturer would not 
reflect a penny’s reduction in the price to the ultimate consumer ? 

Mr. Wincate. Well, it would be possible, I think, for him to reduce 
it 1 cent; yes. 

Mr. Cootry. But he would not do it. 

Mr. Wrnaatr. I say I do not think he would, but if you reduced 
parity to 50 perc ent, I think he could possibly reduce the price 1 cent. 

Mr. Coorry. I see. but if you reduced it 15 percent, from 90 to 75 
percent, it would not be sufficient to enable him to reduce the price to 
the ultimate consumer ? 

Mr. Wineate. No, sir, he could not on a 15 percent reduction. 

Mr. Cooter. Then, all of this talk about the farm program increas- 
ing the cost of living is just a lot of baloney is it not? 

Mr. Wrveate. That is what I call it. 

Mr. Coorry. I think you have presented a splendid statement, Mr. 
Wingate. The trouble is the consuming public will not take the time 
to read your statement, the newspapers will not publicize it, and the 
radio will not give any publicity to it, and the amount of cotton that 
goes into a shirt or into a dress is of such negligible value at the farm 
level that the consuming public will never know the difference if we 
bring it down from 90 percent of parity " 75 percent of parity. 

Mr. Wrineate. That is right, yes, sir. If their prices are right now, 
and they are supposed to be, it ‘would be impossible for them to even 
give that little bit of reduction. 

Mr. Cooitey. If the cotton market drops now 15 percent nobody 
marks down goods at the retail level, do they / 

Mr. Wingate. No, sir, they do not. 

Mr. Coorry. If the tobacco market drops from 55 cents a pound to 
15 cents or 35 cents they still would not reduce the price of cigarettes ? 

Mr. Wincare. No, sir, and I think I can give you a better example 
than that, Congressman. 

About a year ago wheat dropped from $2.60 a bushel to $1.90 : 
bushel. After that drop had taken place, about 3 months after the 
drop had taken place, the bakers, on account of the increased cost of 
living, had to raise the price of bread 1 cent a loaf, and on the big 
loaves 2 or 3 cents a loaf. That is a fair example of it. 

Mr. Poace. Would you yield for a question, Mr. Cooley? 

Mr. Coorey. Yes. 

Mr. Poacre. Mr. Wingate, you have just about convinced me that 
probably if the president of your national organization had been de- 
voting his great efforts, ability, and talents to telling the people these 
facts about the lack of rel: tionship between the cost of living and the 
farmer’s income, instead of spending the same time, energy, effort, 

and ability in trying to create discord among farmers, possibly he 
could have rendered much greater service to the agriculture of this 
Country. 

Mr. Wincarte. I do not think that there is any question but that if 
he had spent his time in giving these financial facts, why, there would 
not be any slowdown, that the »y would not be in this mess. 

Mr. Cootry. Why have you not been able to sell the American Farm 
Jureau Federation on this idea? 

Mr. Wrneare. I have been in the minority on the board, not too 
much of a minority, but the other fellows just will not listen at all. 
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They have just got their ideas set, and the economists have told them 
that this thing would work, and they believe it, I guess. I cannot 
understand how they can believe it. I am sorry they have taken that 
position, but they have. 

Mr. Cootry. Let me emphasize one point, the fact is that thousands 
of the people whom you represent in your State Farm Bureau Fed- 
eration are not in accord with the views of Mr. Allen Kline of the 
national association, known as the American Farm Bureau Federa- 
tion ¢ 

Mr. Wrneate. None whatsoever. On this point, Congressman, I 
would like to state to you that this is a fight that has been going 
on for 6 years now. I am sorry to tell you that I am the only mem 
ber of the board of directors that has stood up in the directors’ meet 
ing after they defeated us and told them I cannot swallow it, and 
I said I will be fighting you in Congress, out of Congress, and every- 
where else, and if anybody asks where I stand do not fail to tell them. 

Mr. Axzert. I would like to get something cleared up for my own 
information about the Oklahoma Farm Bureau Federation, which is 
a great organization. 

Mr. Wineate. Yes, sir. 

Mr. Atserr. Now, Mr. Munn, the president of that organization, 
testified in a meeting at Enid, which was held by this committee, that 
the State Farm Bureau Federation in its annual convention voted to 
recommend the continuation of the present 90 percent parity program. 

Mr. Winaate. Yes, sir, that is my understanding. 

Mr. Aupgerr. Now, we have a letter from the Oklahoma Farm Bu- 
reau Federation saying that they did not want the impression to go out 
that they were not with the national organization. At least one 
member of the board told me that they had no such authority as that. 
Is that the way the Farm Bureau Federation operates? I would 
like to know whether it is for my own information. 

Mr. Winaearte. It does not operate that way in Georgia. 

Mr. Arzert. It has operated that way in Oklahoma, or the informa- 
tion before me is incorrect, and what benefit can I get out of a letter 
from the Oklahoma Farm Bureau Federation about how my people 
stand if that is the kind of operating they do. 

Mr. Wingate. I will say this, Congressman, and I appreciate your 
position—the only thing I can say is this, you will not be in any 
trouble at all back home. 

Mr. Aueert. I am not worried about Oklahoma; I am just worried 
about the general situation. 

Mr. Wrineate. When you go back there they are not going to get 
out and accuse you of violating them. 

Mr. Axserr. I think that is true, but I think we are entitled to know 
exactly how our federations stand. Whenever we get a letter stating 
that the Oklahoma Farm Bureau Federation is behind the national 
leadership and they say that the president, or whoever it was that 
represented them in the national convention voted that way, where 
do we stand ¢ 

The Cuairman, It seems to me they are not standing; they are 
moving around. 

Mr. Avsert. No, I think the person who voted for them in Chicago 
did not move from his position, and the people who instructed him to 
vote otherwises did not move from theirs. 
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Mr. Wrvearr. I would like to say this, in fairness to working with 
the national organization as a rule that we always have to compromise 
more or less. 

Mr. Atsert. That is right. 

Mr. Wrveare. But sometimes issues come up that are of such im- 
portance that you cannot and should not give in to anyone on them. 

Mr. Atnerr. Yes, I agree with you. 

Mr. WinGate. And my people have voted, and I want to give you a 
little check on that, have voted almost 100 percent for this. They are 
strong for it, and I am not going in any other direction. I do not care 
what anybody in this Nation says about it. 

Mr. Cootry. Then, your views are in complete accord with the views 
expressed by the people whom you represent, and are based on your 
experience ¢ 

Mr. Wingate. Yes, sir; that is correct. 

Mr. Wirecer. You mentioned a moment ago the fact that some- 
times you have to compromise, Mr. Wingate. Will you just tell the 
committee at this time what your understanding is of the content of a 
so-called compromise that was adopted, or which is alleged to have 
been adopted, in Chicago as between your position and the position of 
the American Farm Bureau Federation ? 

Mr. Wingate. Yes, sir, Congressman Wheeler, I had a meeting 
right here in this room with the Georgia delegation, in June, the early 
part of June last year, and we discussed this compromise that I tossed 
into the board at the June meeting, and nothing was done, just as 
though T had not put it in, but it comes along at the convention, and 
they brought it up, and they wanted to know if they adopted it, what 

about it. 

I said I am not taking part one way or the other, I will go along, 
I will just go along w ith vou. Teannot go out and fight it, but I have 
been trying to figure out a — eallalong. Iam glad you asked 
this question, Congressman. When the convention was over and the 
first newsletter came out, ithe do you think the headline was at the 
top of the page? 

Mr. Wueever. Did they or did they not adopt the compromise ¢ 

Mr. Winearr. Yes, they adopted it, and they did not make any 
effort to carry it out. Mr. Allen Kline was in Atlanta on February 5. 
I got up and asked them about it and said, “Gentlemen, there has been 
nothing said about this agreement; what are we going to do?” 

Mr. Kline made a statement in Atlanta that night and spoke for an 
hour and 20 minutes, and did not mention the agreement we had at all. 

Then Roger Fleming talked the next morning and he did not men- 
tion it, and then after they adjourned the presidents and secretaries 
of the southern region went into session and called on Mr. Randolph 
to get Mr. Fleming up to the meeting to tell them whether or not they 
were going to carry out the agreement. 

Mr. Wneeter. Before you continue as to what happened, what is 
your unde rstanding of what the compromise entailed @ 

The Cuatrman. Let the Chair suggest that the committee is goin 
to have to recess right aw ay in order to get over to the floor. We will 
try to come back later. 

Mr. Poacr. We can come back about 4 o'clock. 

Mr. Wrnaate. If you want to come back, I think I have some good 
points that I would like to leave before this group before I leave. If 
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you do not mind coming back I would like to get them in the record, 
at least. 

Mr. Wueeter. I would like to hear Mr. Wingate further. 

The Cuarrman. I question that the Chair can be back at 4 o'clock, 
but he will try to be here. There are some members who can come 
back. We will recess until 4 o'clock. 

(Thereupon, a recess was taken until 4 p. m. of the same day.) 


AFTER RECESS 


The committee resumed its hearings at 4 p. m. after the recess, with 
Mr. Hill in the chair. 

Mr. Hitt. The committee will please be in order. 

I have been asked to preside until Mr. Andresen or Mr. Hope ap- 
pears and, according to the information given to me, at the time of 
recess, Mr. Wingate was on the stand. Since some of the members 
who are here could not be here when you made your principal state- 
ment, Mr. Wingate, I wonder if you would mind just making a brief 
statement by way of introduction as to why you are here. After you 
have concluded your résumé, we will not begin in the order of senior ity 
with the questions but will begin with Mr. Wheeler who, I understand, 
was asking questions. 

Mr. Winearr. Mr. Chairman, I am here testifying for the Georgia 
Farm Bureau Federation. Weare affiliated with the American Farm 
Bureau Federation. I] happen to be a member of the board of direc- 
tors of the American Farm Bureau Federation, and the American 
Farm Bureau Federation has already testified and I am here testify- 
ing against the flexible price-support program. 

I have stated—and certainly it is not a pleasure to oppose my own 
organization—I am here performing a duty for the farmers that 
[ represent. I would like to say that this is a great organization and 
I have gone along with most of the things, but this is one point, gentle- 
men, that we have differed on for the past 6 years, since 1948, and I 
have announced publicly to this board of directors, each time we 
have differed, or come to Congress on this particular point, that I 
would oppose them in Congress, out of Congress, and eve rywhere else. 
There is no secret about where I stand on this proposition. 

It so happens that I am the only member of the board of directors 
that has stood up and told the public that I would oppose the flexible 
are support program. 

Mr. Cootry. May | interrupt ' vou for a question ? 

Mr. Winearte. Certainly. 

Mr. Coorry. [s it not a fact that the representative of the Farm 
Bureau from North Carolina agreed with your views at the time of 
the meeting in Chicago, II1., and did he not go down with the resolu- 
tion of the North ¢ ‘arolina Farm Bureau Federation in favor of the 
90 percent support, mandatory support, for the basic commodities ? 

Mr. Wineate. Well, they had this resolution that they adopted 
there and that we are differing with now, and I understand that Mr. 
Flake Shaw read and stood by his resolution here the other day, the 
State censalidn, 

Mr. Cootry. I mean, at Chicago, did not Mr. Flake Shaw, repre- 
senting the North Carolina Farm Bureau Federation’s views in Chi- 
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cago, favor 90 percent support, mandatory support, for the basie 
commodities ¢ 

Mr. Wineare. That is right. 

Mr. Coo.tey. And at Chicago? 

Mr. Wineare. Yes. 

Mr. Cootey. And both he and you were in the minority ? 

Mr. Wingate. Yes. 

Mr. Cootry. Even after the vote was taken, you still maintained 
your position and refused to go along with the American Farm Bu- 
reau on the sliding scale ¢ 

Mr. Wineate. Let me say that we came to an agreement there, and 
they did not follow our agreement, so we are out on the flexible—out 
fighting it again. 

Mr. Cootey. All right. Mr. Wheeler was asking you about that 
very thing. 

Mr. Wineate. Yes. 

Mr. Cootry. I would like for you to explain to us just what that 
agreement was and just wherein you failed. 

Mr. Wincare. You want me to go ahead with that now / 

Mr. Wueeter. Yes. 

Mr. Wineate. That is where we left off. 

Mr. Cootey. Very well. 

Mr. Wineare. I think perhaps I had better start back a little fur- 
ther, since some of the other members were not here at the time I 





answered. 

Mr. Wreetrr. You are in effect presenting the minority report of 
the board of directors of the American Farm Bureau. 

Mr. Wingate. Yes; I certainly am. 

Mr. Wueever. And the question I just asked you and which Mr. 
Cooley just asked you was this: I understood there was a so-called 
compromise viewpoint adopted, a compromise in that it was a com- 
promise between the position you now hold and the position that has 
been expressed by the Farm Bureau. 

Mr. Wineate. That is exactly right; yes. 

Mr. Wureter. Now, what does that compromise—what did that 
compromise—entail ¢ 

Mr. Wineare. That compromise entailed, as briefly as I can state 
it—it would give us 2 years, 1 year mandatory, and if we voted controls 
and if we brought controls in line with supply, by the time we come to 
the second year which should give us 4 years, we would get 90 percent 
right on. If they did not follow up ‘this agreement, as I explained, 
they had it in their publications and I had them here, and I can show 
them to you: The newsletters followed the convention, the Nation’s 
Agriculture, which is our monthly magazine, followed the convention. 
It was routine in the first newsletter on page 11 that came out, they 
came right on through on that and mentioned about that. They men- 
tioned the resolution and then they did not mention anything about it 
in the January issue of the Nation’s Agriculture; they did in the 
Nation’s Agriculture mention it in the Febru: ary issue, and I have that 
here, and they just merely mentioned the resolution. They did not 
put anything in that we had had any agreement, in this agreement, 
about going out to the farmers and explaining it. So when we came 
to Atlanta, the regional meeting, February 4 and 5, I asked them as 
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nice as I could, nothing has been said, you are not pushing this thing, 
what are you going to do about it ? 

That night Mr. Kline spoke 1 hour and 20 minutes and did not even 
mention this agreement proposition. ‘The next morning Roger Flem 
ing talked 30 minutes and he did not mention anything about it. 

After the meeting adjourned, we had a president’s and secretary's 
conterence of the southern regions which I could not attend because I 
had to go to St. Louis to a national cancer society meeting, the presi- 
dents and secretarys met, and they called on Mr. Walter Randolph— 
all presidents and secretarys of the southern region—called upon Mr. 
Walter Randolph, to bring him up there and have him tell them what 
they were going to do about this. 

The vy have not done anything yet. 

My board members were there. We had a board meeting following 
that and they went into the thing thoroughly. Nineteen out of twenty- 
one were present and they voted unanimously that we go after this 
thing then, that we could not stand back and lose this thing by de- 
fault. 

(And here is what I was disturbed about— 

Mr. Wueever. Are you talking about the compromise or the 90 per- 
cent / 

Mr. Wineate. Losing the 90 percent by default. Here we got a 
2-year control, 2 years to bring us in and then we might come out 
pretty well; with this big surplus we have now, there is no job to get 
it done at all. 

Mr. Wueerer. I want to be very clear for the record: You say you 
voted unanimously to go to bat on this thing—— 

Mr. WinGate (interposing). For the 90 percent. 

Mr. Wieeier. Did that 90 percent position entail a compromise? 

Mr. Wrneate. No. 

Mr. Wuereter. Did that 90 percent entail the so-called Russell 
Young approach ? 

Mr. WinGate. Ninety percent. Not any compron nise. Now, here 
is what disturbs me. Mr. Roger Fleming. in making his speech, and 
I quote him again here in the paper of February 5, the newsletter, and 
1 will read you this one paragraph: 

To start with, as AFB Secretary Roger Fleming pointed out, Farm Bureau 
forces have legislative positions in the matter. That is to say, the system of 
variable price support provided for in the basic act, Farm Act of 1949, auto- 
matically becomes effective if no program is passed. If unfavorable legislation 
is passed, the President very likely will veto it. That is an important strategie 
advantage Mr. Fleming explained. 

Now the point is, and we knew they were for this act of 1949, and 
they have been preaching it ever since the agreement was reached ; and 
the act of 1949 was referred to and our board voted un: animously and 
instructed me to notify Mr. Kline and the board, and I did so before 
the week was out, and told them that we were going all out for the 
90 percent, so that is the reason that I am still fighting. 

Mr. Wurrter. Why do you prefer the 2-year extension of that which 
is now on the books, to the so-called compromise approach that was 
adopted in Chicago? 

Mr. Wincatr. Why, I have always preferred it, Congressman 
Wheeler. I have never been for the flexible program under any con- 
dition, and what I was merely trying to do was to get the extension 
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of time, let the flexible go into operation, just as long as I could, and 
that is what I 

Mr. Wueeter (interposing). Do you think that the compromise 
that was adopted in Chicago for all practical purposes provided for 
90 percent of support ? 

Mr. Wrinaare. Not now, not with all the surpluses that we have. 

Mr. Wureter. When was this compromise adopted or agreed to? 

Mr. Wineare. It was—I agreed to put it in in June of last year. 

Mr. Wueecer. June of last year. 

Mr. Wincarr. Yes. When they brought it up and I did not oppose 
it, and I told them I would not oppose it was in December; I went 
along that much. But when they were not interested in it at all, and 
I have not been with them—I have been fighting these fellows on this 
one thing, and they are a fine group of fellows, and I like them per- 
sonally, but they are just as mean in this fight as they can be toward 
me and otherwise. 

Mr. Cootry. May I interrupt for a question ? 

Mr. Wueever. Yes. 

Mr. Cootry. Was not the compromise agreement to the effect that 
you would extend the 90 percent for 2 years on basic commodities? 

Mr. Wingate. It would 

Mr. Cootry. Rather, extend the operation of the law of 1949 for two 
more years ¢ 

Mr. Winearte. The compromise in effect would do this: Give us 2 
years after we voted quotas and if in that 2-year period, our supplies 
were in line, we would not miss getting 90 percent. 

Mr. Cootry. Then the effect of that would be to extend the 90 per- 
cent for 2 years, would it not ? 

Mr. Wineate. Yes. 

Mr. Cootry. And indirectly get it? 

Mr. Wineate. That is just about the same. 

Mr. Cootry. That is the only reason you ever suggested it, is it not? 

Mr. Wrnaate. Yes. 

Mr. Cootrey. After agreeing to the compromise, they ran out on 
you and you have gone back to your original position ? 

Mr. Winaate. I have gone back——— 

Mr. Cootry. To your original position ? 

Mr. Wineate. That is right; yes. 

Mr. Wneeter. In other words, you have never yielded your insist- 
ence that we get a guaranty of 90 percent of parity on at least. the 
basic crops? 

Mr. Wineaate. Not until this—— 

Mr. Wueeter. Regardless of whether it was in the present act or 
whether it was adopted in a compromise bill. 

Mr. Wrneate. That is it absolutely; yes. 

Mr. Poacr. You are in somewhat the same position on this compro- 
mise that Mr. Cooley and I are in, in regard to this so-called basic 
law; I have read newspapers and I have heard a lot of people talk 
on the radio, and I think I have read statements of representatives of 
the Farm Bureau to the effect that the present law was passed with 
the support of Members all around the Congress, Members of both 
parties, Members of the agricultural States, and I think I can say 
for Mr. Cooley—he and I sat on that conference committee that wrote 
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the present law, and we did not like it a bit then. We were just 
faced with the proposition that if we did not get this bill, that there 
would not. be any support whatsoever. We figured if we could get 2 
or 5 years in which to operate this 90 percent support program, that 
within that time the American people would come to their senses and 
insist that we continue the program. 

But instead of that we have been disappointed to find that there are 
a lot of people more interested in sowing seeds of discord all over the 
Nation, and in trying to make the consumers believe that we have been 
robbing them, than there were who would fight for adequate supports. 

Mr. Winaater. That is right. 

Mr. Poace. And unfortunately we were placed in the same position 
that you have been placed in. 

Mr. Wingate. That is right. 

Mr. Poace. Where we had to take an inadequate bill or take nothing. 

Mr. Wingate. That is the position I am in. 

Mr. Cootey. You were right here at the Capitol when all of this 
was going on, were you not ¢ 

Mr. Wingate. Yes; I was here. Could I throw in just one sentence 
in connection with that: In the Nation’s Agriculture, the February 
issue that 1 have here, the resolution is mentioned; that is all that is 
mentioned in the February issue of this magazine. 

Now, to show you why T was disturbed about this thing, and at the 
position they have taken right on the same page—you do not have to 
turn the page—on page 18. There is a program in here, gentlemen, 
that reads—and I want to read it to you, just a short paragraph, which 
states : 

As for the cause factor, this also should be considered, since the Government 
began supporting farm prices, the total cost to the taxpayers, according to the 
statistics compiled by the United States Department of Agriculture, has been 
well over $18 billion. 

The President in his farm-program message said variable price supports would 
materially reduce the overall cost to the taxpayers and at the same time get 
farm prices in a more healthy climate. 

Now, that, gentlemen, is an unpardonable sin. That $15 billion 
is just as false as it can be. 

Mr. Cootey. That is the Farm Bureau publication ¢ 

Mr. Wineare. That is the Farm Bureau publication; yes; and the 
people read it and you will never get that straightened out. 

Mr. Cootry. Now, I would like to ask you if the Secret: ry of Agri- 
culture himself—sitting right where you are sitting—did not admit 
that the cost of the program was only a fraction over a billion dollars? 

Mr. Wrneare. That is right. And right here on page 123 of the 
hearings, there it is. And this is the public record. And they could 
get that, but they could not get this. 

Mr. Poace. When they put that in, do you not think they knew what 
the facts were? 

Mr. Winaate. If they did not, they should not have been fired. 

Mr. Poace. Well, you do not think they would have published 
them against the orders—— 

Mr. Wrnaate. No; I certainly do not. 

Mr. Wuee ter. Right on that ee ular question, there was some 
newspaper, and I believe it was the New York Times of Wednesday, 
March 24, 1954, where Mr. Benson was quoted as saying in answer to 
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. question by the junior Senator from my State, Senator Russell, that 
he would not fear the results of an election, a referendum election, on 
the question of 90-percent parity and a sliding scale submitted to the 
farmers, if the farmers were properly advised. 

Now, would you agree with this statement that, if they are not 
properly advised, it is the fault, in large part, of the Department of 
Agriculture, in not having advised them—— 

Mr. Cooitry. (interposing). And the farm leaders of certain farm 
organizations. 

Mr. Wueerer. But primarily it was the responsibility of the chief 


Agriculture Department official of the Government. 
Mr. Wineatr. Congressman, I want to say that that is absolutely 
‘correct, and Iam willing to get out here and help raise funds to give 


he farmers of this Nation a chance to vote on this question, and I want 
to say this, that Secretary Benson is a very high-type man, and we 


il] make mistakes. But it disturbs me when a man like Mr. Benson 
goes on the radio and television, as he did a month or 6 weeks or 8 
weeks igo, and with charts, points t »y the fact that there was no surplus 

1950, practically none; a little more in 1951; a little more in 1952; 
and W rapped up in sur plus es in 1953: and the major reason for those 
urpluses is the higl rid 90-percent support and followed that with 


the statement: How a ig are our city taxpay il o people voing to con- 
tinue to support this costly program ? 

Now. ve ntle men, W hy could not he be fair on th if ? Why could he 
not have told the people that in 1950, we did have surpluses but the 

ir wiped them out; those surpluses were a blessing. Why did he not 
tell us that our Government was begging us on bended knees, in 1951, 
to produce, produce, and produce; and in 1952, produce, produce, pro- 
luce: and in 1953, Secretary Brannan disregarded the Congress intent 
ind re fused to O71) ethe f rmers of this Nation a chance to control their 
crops. ‘That is the reason the surpluses are here, gentlemen; and I 
think it is most unfortunate that our very able Secretary of \gricul- 
ture did that thing. 

Mr. Wueeter. Mr. Wi ingate, going back to your suggestion, that 

u would volunteer help to raise funds with which to finance a refer- 
endum among farmers of the N: ae. on the question of 90 percent 

varity versus the sliding scale, do you mean to imply by that, that this 
C ongress then should write a law predicated solely on the result of 
that referendum ? 

Mr. Wineate. Well, I think in the first place you should try to 
get the best law you can and get as near as is reasonable to what 
the farmers want. But I would certainly 

Mr. Cootry. Will you permit this interruption ? 

Mr. Wueerer. Certainly 

Mr. Coorry. You mean, not only just what the farmers want, but a 
program that is not only in the interests of the farmers themselves, 
but in the interest of the general welfare as well ? 

Mr. Wrnaate. Oh, yes, absolutely. This program that we have 
right now is in the interest of the general public. 

Mr. Cootry. You brought that out in the statement you previously 
made. 

Mr. Wrnaate. Yes: I pointed that out. And here is a tabulation 
of 11,019 people i in my State, 89 of the 159 counties, we have in the 
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State. We have not completed the poll on this very question of 
flexible versus 90 percent. 

Mr. Wueeter. The reason I asked that question is simply this: I 
have not heard anybody propose that we submit pending amendments 
to the Taft-Hartley labor law to the membership of the labor unions 
of this country for them to decide which ones they want, and which 
ones they do not want. I think that what really has been mentioned 
would imply that to resolve this question as to whether a majority of 
the farmers are for or against 90-percent parity, that the referendum 
might be used, but insofar as them deciding and then saying what 
should be in the law, I do not think you would suggest that. 

Mr. Wryeate. That is why I said, since you asked the question, the 
way I understood it, I would be willing to help raise the money to 
settle this issue, which way do the farmers think. 

Now, gentlemen, there is no question. Did you hear all of these 
wheat fellows say that there was not a dissenting vote in the meeting, 
and all the tobacco fellows come in and vote, everybody for the 90 
percent and the peanut fellows, everybody for the 90 percent; and 
the cotton fellows, all for 90% Whois for the flexible ? 

[t is the top leadership of the American Farm Bureau, the National 
Grange was In it; and the Secretary of Agriculture. Ai id they have 
been 6 years trying to cram this thing down the farmers’ throats and 
they have not sw: allowed it yet ; and they are not going to. 

Mr. Wuerter. Mr. Wingate, do you consider the pyetuee that we 
now have on the books and have h: ud on the books for t » past © years, 
a democratic form of program, with a large “D,” or a Republican 
farm program, with a large “R”? 

Mr. Wingate. I am glad you asked that question, Congressman 

Wheeler. I want to say that I have been working with Congress here, 
and I do want to commend this Agriculture Committee for the won- 
derful job it has done in a nonpartisan way in working out farm legis- 
lation. I can concede that if the Republicans had had their own way, 
we would have had a different bill, and you can turn around and say 
if the Democrats had had their own way, we would have had a dif- 
ferent bill, and maybe both of them would have been bad. But through 
coalition, gentlemen, you have worked out a program here that has 
been fine. You know that the Democrats wrote flexibility into their 
program in 1948, and the Republicans did the same thing and the 
American Farm Bureau endorsed it, as well as the National Grange. 
And they do not have it yet; and you have been going back home and 
the farmers have been he ‘ping to ‘elect you people and you have been 
voting, and that is the situation. 

Mr. Lover. Will the gentleman from Georgia yield to me? 

Mr. Wueeter. Yes. 

Mr. Lover. Was it not Mr. Anderson who was one of the main 
spokesmen for the flexible (?) program at that time. 

Mr. Wingate. Yes, surely. 

Mr. Wueeter. The point I want to make, Mr. Wingate is that you 
are not here testifying fdr the Georgia Farm Bureau Federation on 
a partisan basis. 

Mr. Winaate. No, sir: I would not think so: I would not think of 
it; I do not do that. Iam not testifying on any partisan basis what 
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soever, gentlemen. I work with the Democrats and Republicans and 
they have been very fine, working together. 

Mr. Lovre. Will the gentleman further yield? 

Mr. Wuee.er. Yes. 

Mr. Lovrr. And to keep the record straight, the present program 
is the result of nonpartisan support on the part of the members of 
this committee, and of the Congress. 

Mr. WinGate. Yes; you are exactly right. 

Mr. Hixxy. I think the chairman would like to state, as a matter of 
record, after 12 years service on this committee, that the work of the 
committee has been, I will not say 95 percent, or 98 percent, but nearly 
100 percent nonpartisan. 

Mr. Wineater. Mr. Chairman, I will say you are right on that, and 
I agree with you. 

Mr. Anernatiy. Will the gentleman yield? 

Mr. Wureter. Let me make one further statement, if I may. I 
do not know on what basis Mr. Kline—and I do not question his sin- 
cerity, but I simply do not know on what basis he has come to the com- 
mittee and testified to the effect the majority of the farmers for whom 
he is supposed to speak favor the so-called sliding scale or flexible 
support program. I do know of my own personal knowledge that 
the present witness, Mr. H. L. Wingate, of Georgia, does as “nearly 
as any individual humanly can, speak for the majority sentiment of 
the farmers of Georgia; I have been impressed with the idea that the 
farmers of Georgia are no different breed, particularly from the 
farmers in North Carolina, South Carolina, Alabama, Mississippi, 
yr anywhere else in the Southeast. 

Now, there is a very wide divergence of opinion on this particular 
question; you have to get a pretty “far piece from Georgia, to say the 
least, to find it. I just want to, for the benefit of maybe some who—I 
do not know that there are any newer members present on the commit- 
tee than I am—and I do not think that I need to say this for those 
who have heard Mr. Wingate before, but for the record, I would like 
to say that in my experience, during—and this makes 8 years—I have 
found the witness, whether I agreed with him, and when I have found 
myself in disagreement with Mr. W ingate—I have found myself at 
the same time in disagreement with many of the farmers in Georgia. 

Mr. Cootry. Will the gentleman yield ? 

Mr. Wueeter. Yes. 

Mr. Coorry. Is it not a fact, and I think perhaps Mr. Wingate is 
in agreement with this, that there are perhaps no farmers in America 
who have a better understanding of what we are talking about than 
the farmers right in the Southe: ast area ? 

Mr. Wingate. That is right. 

Mr. Cootry. Where we have had control on crop after crop. 

Mr. Winaarte. Yes. 

Mr. Cootry. We have accepted it: we have gone along with the 
program, and we have voted controls whenever the Secretary said 
that we should vote them. 

Mr. Wingate. That is correct, Congressman Cooley. 

Mr. Coorry. If the Secretary ‘of Agriculture did not put them on 
in 1952, it was not the farmers’ fault. 

Mr. Wingate. The farmers couldn’t vote on it. 

Mr. Cooter. Certainly not. 
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Mr. Winoate. And I will say that the three commodities that I 
mentioned in my statement this morning, they have been under 
control so long, and they are $140 million to the good. 

Mr. Wueecer. What is the basic difference, from a practical view- 
point, in the adoption of the so-called compromise agreement that 
was agreed to in Chicago, and the extension of the present farm 
program? What would be the practical difference insofar as its 
application at the market place 4 

Mr. Wrinearte. Very likely if you did not set aside anything in 
1955, we would get about 80 percent on cotton, or something like 
that, because we could not bring it in line by reason of the tremendous 
surpluses we have. The trade extension will give 90 percent. 

And here is the thing, Congressman, when this farmer agrees to 
cut his acreage, let us say, 15 percent, or let us say, 20 percent, is 
there anything in the world that can be fair about turning right 
around and cutting his price 15 percent too? And they say, I mean, 
the leadership says, if you will let these prices slide down and give 
them more freedom—freedom for what?—it will give less control. 

You have the very same controls in the law at 75, 80, 85, as you 
do at 90 percent. There is no difference in the controls in the law 
at all. 

Mr. Wuereter. That leads me to this question: How do you propose 
that the surpluses be handled ? 

Mr. Winoate. | propose that we go ahead with this program like 
we have it, because you are going to go against the 80 percent if you 
set it aside. 

IT would go ahead with the present program and try to work it 
off as far as we can and the best way we can. 

Mr. Wueeter. In other words, you do not think the proposal to set 
aside commodities in the program as proposed by the Secretary would 
be effective ? 

Mr. Wingate. Well, it will not check out controls of acres at all; 
it will just set aside for guaranty purposes. In other words, it is 
just a lesser way to get the 90 percent. That is all in the world it is. 
If they agree to set aside enough to get 90 percent, what are they 
going to do then—if they set aside enough to get 90 percent—what 
are they going to do when they say flexible, to try to get that / Why 
do they not put it into effect right off, why say set it aside, so they 
can get 90 percent next year, and it will take maybe more than 2 years. 

Mr. Wuerter. Do you think the existing surpluses constitute a real 
danger to the economy of this country 4 

Mr. Winearr. No. And that applies to—I have found in talking 
to a lot of people that I have asked that question, and not a single 
person but what prefers a surplus to a scarcity, not a single one. 

Mr. Wueeter. Does that positive statement apply to commodities 
both perishable and nonperishable, or all of them ? 

Mr. Wingate. Well, Congressman, I might answer that question in 
this way: We cannot support commodities that we cannot control— 
and we have some war conditions that have brought on surpluses, so 
that we are going to have to consider the reconversion probl m, and 
it is going to cost us some money, but we cannot even control the non- 
basic commodities maybe at 75, unless they agree to control them in 
some way. 
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Mr. Wueerer. Mr. Chairman, I yield at this time because I have 
an urgent long-distance telephone call I will have to answer. 

Mr. Hm, Mr. Hoeven. 

Mr. Horven. Mr. Wingate, I am sorry I did not hear the first part 
of your statement earlier this afternoon. 

You mentioned a conference that was called in Chicago, at which 
a compromise agreement was considered. 

Mr. WinoaAte. That was the national convention. 

Mr. Hoeven. And you sat in on that convention { 

Mr. WinGate. All of the State presidents. 

Mr. Horven. And they agreed upon the compromise that you have 
mentioned ¢ 

Mr. Wincare. Yes; that is the compromise that we were talking 
about, you mean / 

Mr. Horven. Yes. 

Mr. Hitz. Mr. Cooley. 

Mr. Cootry. Mr. Wingate, you know of the proposals which have 
been made by the Secretary of Agriculture on the one hand and by 
the Farm Bureau on the other, which they have widely publicized 
over the country, a sort of shock absorber, which, in effect, is that they 
are saying to the farmer that they are going to cut the support price to 
the farmer and still permit him to get 90 percent of parity under 
their program. They have it all rigged up. 

Mr. Winearte. Yes. 

Mr. Cootxy. They have made it very broad and it will not do any- 
thing like they say. When they finally favor a sliding scale, and they 
would not forme rly dare Impose a sliding scale on the farmers of this 
country, because they knew then, and they know now, that it is too 

cruel to inflict upon the agricultural economy, the support price will 
not remain at 90 percent of parity. 

Mr. Wrneate. Well, I would not go that far 

Mr. Cootzy. Well, that is what I am saying, that they would not 
dare. 

Mr. Wrneare. I would say, rather, that maybe they have their 
faults, but I would say that they are for 90 percent, gentlemen, but 
they will not get it. 

Mr. Cootry (interposing). They may be for 90 percent, but they 
come up here with a sliding scale and they are not going to get it. 

Mr. Wineate. Yes; that they are not going to use. But that is 
not being unfair. 

Mr. Cootey. But it is unfair to the American farmer when they 
come in and find they have a 1949 law on the books that they, the 
farmers, do not want, and yet they are going out and trying to make 
the farmers of the country believe they do want it. 

Mr. Wineate. Well, if we get it and Congress adjourns without 
any legislation at all, I do not know who is going to be involved, but 
we will have people up here in the early part of 1955 and there will be 
a 90 percent law on the statute books just as sure as we are sitting 
here at this time. 

Mr. Coo.tzy. The point I am talking about is this: There has not 
been a man here before this committee during these entire hearings 
who has said that he wants the 1949 law as it is, as of now. 

Mr. Wineare. If he has, I have not heard him. 

Mr. Coo.try. That is all. 
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Mr. Wineate. I would like to throw this in. since you have been 
talking about the act of 1949: If that act is let go into operation and it 
runs for 2 years, we will be in a de ‘pression- -I do not know whether 
you gentlemen will disagree with that view or not. 

Mr. CooLtry. That is a I. 

Mr. Hint. Mr. Abernethy. 

Mr. ABERNI Cry. Kirst, may | make this statement ofl the record ¢ 

(Ott the record discussion. ) 

Mr. Anerneriy. Now, back on the record, and here is what I want 
to ask you: Was it not your understat ling that a survey was to be 
conducted, or wa conducted, last vear of farmers of the ent Ire country 
by and under the direction of the Department of Agriculture, and 
that the survey was actually conducted by the various farm organi 
zations and that one of the things to be determined in the survev was 
the question as to whether or not farmers who are now producing 
basic commodities would support the present law; that is, support 
prices at 90 percent with controls; or whether they would prefer 
flexible price supports ¢ 

Mr. WINGATE. Yes. 

Mr. Apernetuy. Was it your understanding that those surveys 
were to be conducted é F 

Mr. WINGATE. Absolutely, and were 

Mr. Anernetiy. Now, as president of the Farm Bureau Federa 
tion of Georgia, and you have been for many years, did you receive 
requests from anyone, or were you urged by anyone, or was an appeal 
made to you by anyone, to conduct such a survey in the State of 
(reorgia ¢ 

Mr. Wingate. In Biloxi, Miss., the southern region presidents and 
secretaries met and Mr. Roger Fleming and Mr. Jack Lynn 

Mr. Agerneruy. Now, who are they? 

Mr. WinGate. Roger Fleming is the secretary of the American 
Farm Bureau Federation, and Mr. Jack Lynn is the legislative dire 
tor, both here in Washington. 

Mr. Apernetiy. Both here in Washington ? 

Mr. WinGate. Yes; and they were in Biloxi, Miss., and they laid 
mapped out a plan—you see J was not there; I had my staff over there 
to bring back the inform: ition. 

Mr. Apvernetuy. That was a regional meeting of the Farm Bureau 
Federation at the Buena Vista Hotel? 

Mr. Wineare. That is right. And they explained to them, and 
they brought all of this information back to me, and we went to work, 
and we held our 

Mr. ABERNETHY (interposing). Theye xplaine “i what to you? They 
explained the question of the survey / The taking the survey? 

Mr. Winaate. Yes; they exp lained that: they said, ““We want to 
know, we want to get the poll of these farmers, and we wanted 
bring it up here and we want to show it by States.” 

Mr. Asnernetuy. All right. Let me ask you this—you have an- 
swered my question. 

Mr. WinGatrE. Yes. 

Mr. Anernetuy. Now, were the presidents of other State farm bu- 
reaus of that region present ¢ 

Mr. Wincate. I know—most of them that I know were. 
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Mr. AsernetHy. All right, I will ask you if you know directly or 
by information, or from other sources whether or not some other sur- 
veys were conducted in other States in that region / 

Mr. WinGate. They were. 

Mr. Anernetuy. They were? 

Mr. WinGate. Yes. 

Mr. Anerneruy. And you know they were conducted ¢ 

Mr. Wincare. Yes. 

Mr. Aserneruy. You were told about them ? 

Mr. Wingate. Yes. 

Mr. Aserneruy. And you conducted yours? 

Mr. WinGate. Yes. 

Mr. Anerneruy. Did you makea report of that survey to anyone é 

Mr. Wincatr. To the American Farm Bureau. 

Mr. Anernetuy. To the American Farm Bureau? 

Mr. Winaate. Yes. 

Mr. Anerneruy. When did you make that report? 

Mr. Wineare. I made it about a month before the national conven- 
tion, so they could stamp it and have it ready, and I was surprised 
when I got there that they did not have it. 

Mr. Anerneruy. Now, you made your report prior to the national 
convention ¢ 

Mr. Winaare. Yes. 

Mr. Asperneruy. Was it your understanding—were all of you in- 
structed to do that? 

Mr. Wrinaare. Yes. 

Mr. Asperneruy. Now, did you understand that others did the same 
thing ? 

Mr. Wineare. That is what I thought the others were going to do, 
but when I got up there, I found the other fellows did not do it. 

Mr. Aserneruy. Did the returns have anything to do with it? 

Mr. Wineare. It looks like that is what had to do with it. 

Mr. Anerneruy. All right. You made your report. 

Mr. Wingate. Yes. 

Mr. Asernetuy. Since that discussion that you had at the Buena 
Vista Hotel in Biloxi, Miss., and may I say that Biloxi is one of the 
finest places in the world for a refreshing vacation—I want to get 
a good Mississippi commercial in the record—you cannot find any 
better place than Mississippi. 

Mr. Wrnaare. It is a good place. 

Mr. Asernetrny. All right. Now, did you understand from that 
day on, until you got to Chicago, that a national survey was being 
made that would reflect the sentiments of farmers? 

Mr. Winaate. I expected to see the full results—could not wait to 
get there. 

Mr. Anrrneruy. Now, Mr. Wingate, that was my understanding, 
too. As a member of this committee—and I think most of the mem- 
bers of this committee so understood—that a survey was to be made 
last year, and that we would have the benefit of that survey before 
legislation was to be prepared. Until now we have not had the benefit 
of the results and I have been unable to find out what the returns 
were. 

Mr. Wrneare. I have got mine right here. 
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Mr. Aperneruy. | have been unable to find out what the returns 
were, although I did find out from the assistant secretary and Mr. 
Kline when they were testifying. Do you have your returns? 

Mr. Wingate. Yes. 

Mr. AsernetHy. How many farmers did you poll in the State of 
Georgia on flexible support as against rigid support on basics? 

Mr. Winearte. There were 11,019. We just had a very short time, 
maybe 6 weeks. We did not have—it was not a complete poll—only 
89 out of 159 counties. We had some come in later. 

Mr. Apernetuy. All right. 

Mr. Wingate. Eleven thousand and nineteen participated; 9,008 
were farmers. We asked that question. 

Mr. Apernetuy. You have a number of members in the Farm 
Bureau in Georgia as we do over in my State, who are businessmen, 
merchants, doctors, and Congressmen, and so on, who are trying to 
help the cause along. 

Mr. Wineate. That is right. 

Mr. Anernetuy. A lot of them, I believe, as you stated in Columbus, 
Miss., one day, are in there trying to get enough members to outvote 
the philosophy that you say is being crammed down from the top 
level. 

Mr. Wineate. That isright. Out of the 11,019, 9,008 were farmers. 
7,639 were Farm Bureau members. <A total of 9,777 thought that 
there should be a national farm program. Only 184 participants did 
not think there should be a national farm program and 8,971 voted for 
90 percent. 246 voted for the flexible. We do have some in Georgia 
for it. There were 126 undecided. 

Mr. Apernetuy. Did you call this meeting in Biloxi, Miss., a region- 
al meeting ? 

Mr. Winaate. Yes. 

Mr. Aserneruy. Can you tell us whether or not similar regional 
meetings were conducted in other sections of the United States pre- 
liminary to taking this poll of the farmers? 

Mr. Wrneatre. Just like we had at Biloxi, four of them. 

Mr. Anernetuy. Do you know whether Mr. Fleming attended those 
meetings ? 

Mr. Wrinaate. I certainly do not know. 

Mr. Anernetuy. Have you been told that he did ? 

Mr. Wingate. I was told, and the instructions were they were all 
to be handled in the same way. 

Mr. Apernetuy. You understood at Biloxi that other meetings 
would be held in other regions in the United States to explain the poll? 

Mr. Wine@ate. Yes. 

Mr. Anernetuy. Was it not announced that this was going “to be 
a real poll this time” and that it was going “to differ from ‘the one that 
Charley Brannan took”? Did you not hear that? 

Mr. Winearr. That was the plan, and then they were going to bring 
the figures up here to show Congress. 

Mr. Anernetuy. I[ am not saying that I am agreeing or disagreeing 
with Charley Brannan’s poll. Anyhow, we were going to get a new 
unbiased poll, find out where farmers stood and what they want, and 
settle the thing once and for all. Do you know what the results were ? 

Mr. Wineate. No, sir. They did not give them to us up there. 








3656 LONG RANGE FARM PROGRAM 


Here is what I found out. In the States where they did not hold 
them they said they got together and discussed it, and the resolutions 
committee brought in the resolutions and they said that represented 
their farmers. 

Mr. Anernetruy. This is my reason for asking: I do not want it to 
appear that I am feuding with the Farm Bureau, Mr. Kline, or anyone 
else. I violently differ with Mr. Kline and his views. However, I 
respect his right to express his views and trust that he respects mine. 
But I do feel this way—I do not think that the voting by the delegates 
in a convention actually dete ‘rmines where 1,600,000 people, who are 

said to be affiliated with the Farm Bureau, stand on this question. I 
have stated many times, and I have stated it simply because it is my 
honest opinion based upon what I found from talking with farmers, 
that of the 1,600,000 people who are affiliated with the Farm Bureau, 
those who expressed themselves support this program as it is today. 
| would say that 75 to 85 percent of the farmers do. My figures could 
be wrong. Whether they are right or wrong, if a poll was made, I 
would like to know the results. 

Mr. Cootey. I would like to suggest to the chairman in view of 
this testimony which has been offered here today, very important 
testimony, in my opinion, that he, as chairman of the committee, 
should accord to Mr. Allen Kline at least an opportunity and the priv- 
ilege of coming before this committee again at an early date to give 
us the benefit of the poll and to tell us just what happened in refer- 
ence to this agreement which was reached out in Chicago. 

Mr. Wineare. I can answer that for you. You would not get that 
brought in. ‘They ran into some trouble in it, I am pretty sure, and 
that is the reason that it did not come through. 

Mr. Poaai : You just represent one side of this, Mr. Wingate. The 
committee always wants to give the other side an opportunity. We 
would like for Mr. Kline to have that opportunity and we want to 

cord him the invitation. 

Mr. Wrineare. I would be glad to come back, too, and sit in with 
him and help answer some of these questions. 

Mr. Anerneruy. Another reason I would like to have that is be- 
cause I am hearing a lot of talk about this, what the result was in this 
State or that State. I do not know whether it is true or not. I have 
been told that the vote in Illinois favored the flexible supports by 
& percent, 

Mr. Winearr. That is what I saw. 

Mr. Anerneriy. I have been told that Illinois actually voted 438 
percent for flexibles and 40 percent for rigids for the present law. 
and 17 percent had no opinion. 

There were some State presidents, the one from Arkansas who sat 
in that chair right there, and he said—and I do not want to misquote 
him—that the farmers of Arkansas favored flexible supports. 

Mr. Garuines. Will the gentleman yield? I do not think that Mr. 
Harden made that statement. 

Mr. Apernetuy. I will take it back then. I thought he did. He 
said he did. I have heard Mr. Randolph say his farmers were for 
flexible supports, and I have a high regard for Walter Randolph. 
The witness knows that I do. He said that the farmers in Alabama 
favor flexible supports and they decided on it in Biloxi at a meet- 
ing. He so testified. That is a rather unusual place for the thou- 
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sands of Alabama farmers to make such a decision, but that is what 
he said. I live about 30 miles from Alabama. I represent about 
100,000 farmers, maybe not quite that many—75,000—who, in many 
respects, are identical with the Alabama farmers, the northwest Ala 
bama farmers. You are familiar with my section of the country. 
Incidentally, that is the section that Walter Randolph was reared 
in and where his farm is located. I have been in Alabama several 
times when the subject of price supports was discussed and IT have yet 
to see a farmer arise in Mississippi or Alabama and say, “I am for a 
flexible price support program.” TI am not saying that there are not 
some there, but if there are any polls to disclose how they stand, I 
would like to see them. 

Mr. Wuercer. You do not go further than that from Georgia to 
find a dissenting opinion. 

Mr. Asernetuy. You will not find one in my district. 

Mr. Hitt. Certainly we want to adjourn in a few minutes. It is 
Important for us to finish this evening. 

(The following questionnaire was submitted for the record by Mr. 
\bernethy :) 


Mississippi Farm Bureau policy development on farm policies and programs 


( 





Ck PPORT PROGRAM 
1D } f ¢ iment 1} ] 
2 Dd ( o i of 
Ya i flexible price su rt 9 p par 
4. ID 1 flexit pr 60-90 pe varity 
5. Do you ! i price i vork w 
ductio 
D ! hsidi ! 1 
I and 1 oreign tr 
D 2 Support pric l 
\ ( 
ge T) f Impor nt pt ible | B 
Ss. 1 t t 
a. Do y f Government « nuing } e support nt ( 
ce oe tar ve! ib} nd t not i 
tt od such as milk product its, f 
If answe } hat percet Cy 
)) oO] 
p Mo 
VORLD TRADE 
1. Do you believe that the success of Mississippi farmer largely depend 
ent upon world trade? 
2. Can we expect foreign countries to buy from us unless we buy 
them? 
~-C ve hold our prices above world prices and keep, or regain, f 


markets? 


4. Should tariff walls be lowered and import quotas raised in order t 
stimulate increased trade with foreign countries? 
5. Do you favor the continuation of aid to foreign countries by direct 

of agricultural commodities? 


6. Should we accept foreign currency in our trade with other countries? 
AGRICULTURAL ADJUSTMENT AND A. C. P 


1. Do you favor increasing the spread between “‘total supply”’ and “‘nor 
mal supply”’ before marketing quotas are proclaimed? 

2. Do you favor a continuation of A. C. P. payments to farmer 

3. Should A. C. P. payments be made only for permanent practices and 
new practices? (Terraces, ponds, drainage, etc 

4. Should farmers receive A. C. P. payments for recurring practices? 
(Fertilizers, seeding crops, etc 

5. Within county allotments, should A. C. P. payments be limited to 
individual farmers? 4 ‘ ‘ 








3658 LONG RANGE FARM PROGRAM 


Vississippi Farm Bureau policy development on farm policies and programs—Con 


County ‘ Community -—- nem 


Yes No Undecided 
FARM PROGRAMS AND SERVICES 
} 


1. Do you favor farmers having more contro] of all agricultural programs 
within your county? 




















2. D vor channeling most of the agricultural services through the 
; ollege syste m? 
D favor all agricultural agencies maintaining their independent 
TAXES AND THE NATIONAL DEBT 
Do i favor a reduction in national spending as a means leading to a 
2. Ifa l rtionate share of reduced appropria- 
t 1 be made? 
izations 

3. If natic yuld agriculture absorb its share of 

fsu 
4. D if I u t national debt limit? 

W ould 1 , ) ales tax as a mea ff reducing other forms 
f \ 
ux 

4 EDI 

Do far I facilities now available meet your needs? 

( ' nancing machinery and equipment, pastur 
nent k breeding herds, and associated building and 
tl payment terms 

wr financing farm purchases, farm enlargement 

provement, and major land development programs 
vit epa t terr r 
4. Is th 1 t f you uple » accumulate sufficient assets and 
lit to start farming on efficient-sized-family farm 
prot n your unty”? 
) u G ment credit programs for helping potential farm 
ple oO € ormal channels ee ene 
uf grams for making farm ownershi 
ins to far e or enlarge fart ms for developmer its of 
an effich tion? 
) { ( I programs for operating loans to farm 
les to make necessary adjustments and improvements for 
ful farm and home operation on efficient family-type farms? 
8. Would the adoption of needed soil conservation practices be speeded up 
redit were more rall ilable on satisfactory terms for fi 
Can you obtain credit to increase the production of a timber crop on 
tI sdopted to forestry with satisfactory security requirements 
i rey nt terms? 
] St the Government continue to provide relief in disaster areas? 

D favor Government crop insurance? 

> ‘ 
Nu er pr 


(Community chairman) 


Mr. Lover. I am a little confused. Who does Dr. Kline represent 
anyhow ¢ 

Mr. Wineare. Mr. Kline is president of the American Farm Bureau 
Federation, and let me say this, maybe this will help clear your think- 
ing, my statement is that this flexible price business is a high-level 
deal, and there is no argument about that, and the high-level dealers 
are for it and he represents the majority of those. 

Mr. Lovre. Do you think, Mr. Wingate, from your personal knowl 
edge and the contacts you have outside your State, that Mr. Kline 
represents the thinking of the average farmer ? 

Mr. Wrcate. No, sir; not on this. 

Mr. Lover. We are talking about the flexible versus the supported. 

Mr. Wincate. No, sir; he does not. 
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Mr. Lovee. In your opinion, Mr. Kline does not represent the think- 
ing of the average farmer over this country ¢ 

Mr. Wingate. That is right. May I add a bit to that answer? 
What makes me believe that is that the farmers that I have come in 
contact with from other States do not think so either. I have listened 
to the wheat organizations and it is not in theirs, I have listened 
to the tobacco organizations, and it is not in theirs, and I have listened 
to the cotton people and the peanut people, and I do not know where 
they are. That is the reason that I say that. 

Mr. Lovre. I am inclined to agree with you. I have my serious 
doubts that Mr. Kline’s philosophy represents the thinking of the 
farmers in my own State of South Dakota. 

Mr. Wincate. He is under instructions from the voting delegates, 
and as president of that organization he has to take that position. 
That is right. 

Mr. Wueeter. Mr. Wingate, would you oppose writing into the law 
the provisions of the so-called compromise agreement that was agreed 
to in Chicago? 

Mr. Wineate. Yes; I would. 

Mr. Wueeter. Why?’ 

Mr. Winaare. For the simple reason I never have been for it, and 
they did not go out to go after it; they went out to try to undermine us. 
They would not work with us on it. I am for the 90 percent because 
it is what we should have. 

Mr. WHeever. There are some who have been led to believe that you 
are actually the author of the compromise agreement. 

Mr. Wincare. No, sir; I did not bring it up at the convention at all. 
I did not even debate it. I tossed it into the board meeting and they 
did not even grunt when I tossed it inthere. They brought it up them 
selves. I would not even debate the thing. 

Mr. Wueeier. Do you agree that the compromise would in effect 
provide 90 percent of parity / 

Mr. Wineate. It will not in 1955 because we just voted it last year, 
and next year we will get 75 percent of parity because we are getting 
90 this year. 

Mr. Lovre. Everybody, of course, is for parity for the farmer. 

Mr. Winaarte. Yes. 

Mr. Lover. There is no one opposed to that. They want parity of 
income for the farmer and everybody is for that. How do you get 
parity of income for the farmer if you do not get parity in price? 

Mr. Wineatr. You cannot get parity of income without getting 
that price for it. We do not want a 100-percent guaranty, because if 
we have that you are going to put on a ceiling. They have a right to 
ceil you at 100 if they do that. We are asking for 90 and taking the 
chance of getting the ‘balance. 

Mr. Lovre. Mr. Kline insists, and he did before this committee, that 
the farmers can get full parity of income without parity in price, if 
I recollect correctly. 

Mr. Wineate. That is what he said. 

Mr. Lovee. I do not see how that could be done. 

Mr. Winaare. It cannot. I do not care who says it, it cannot be 
done. 

Mr. Lovre. I was very much interested in this conference of State 
presidents in Chicago last January when you agreed to this compro- 
mise. 
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Mr. WinGate. It was in December. 

Mr. Lovre. How many State presidents were at that meeting? 

Mr. WinGate. All the State presidents. 

Mr. Lover. In other words, 48 of them were there? 

Mr. Wineate. Yes. 

Mr. Lovrr. And the 48 agreed to the compromise at that time ? 

Mr. Winecarte. That is right. 

Mr. Jones. Mr. Wingate, were you here when Mr. Kline and Mr. 
R: indolph were testifying ? 

Mr. Winearte. I was the first d: Ly. 

at Jones. I believe it was the second ¢ lay that Mr. Randolph made 

» statement that in his opinion the proposal that was being advanced 
by the Farm Bureau Federation would guarantee the cotton farmer 
90 percent of parity for 1955, 1956, and 1957. Did you hear him make 
tnat statement ¢ 

Mr. Wincatr. He made that statement. I did not know that he 
went as far as 1957. 

Mr. Jones. The record shows that he did. Do you agree with him 
on that statement ? 

Mr. Wineare. If you set aside 4,000,000 bales of cotton, that is the 
limit, I believe we would get right at 90 percent, and with the controls 
on, I believe we could get 90 percent for 2 years. I would not want to 
vo further than 1956. 

Mr. Jones. Now, can you reconcile Mr. Wilson’s statement with the 
one made by Mr. Randolph that anything more than 75 percent of par- 

y would guarantee the price of the foreign producer? 
Mr. Wrneate. Congressman Jones, any price that we set here, 


whether it is 50 percent, or any other, the world prices are going to 
follow you down, and if you stop at 50 that will tend to be a ceiling 
for the outside people. If it is at 75, it will be that for the outsider. 


Mr. Jones. Is it not also a ceiling for the domestic producer also? 

Mr. Wincate. No, sir. * 

Mr. Jongs. Sev nty five percent would not act as a ceiling? 

Mr. Wineatr. Not as a ceiling. When you have your surplus in 
line your price wil] go on Up, dit would not be a ceiling. 

Mr. Cootry. I would like to pursue this matter Mr. Abernethy 
brought up a little further. 

I knew that the Secretary of Agriculture had indicated to the coun- 
try that he intended to go to the grass roots in an effort to find out 
what the farmers wanted, and I knew that he had some commissions 
or committees appointed to assist him in that respect. Unfortunately, 
he did not bring in any reports of any committees to this committee. 
I was not aware of th ie thorough poll that you and your associates 
were going to conduct among the farmers. According to the testi- 
mony developed by Mr. Abernethy a moment ago, the Farm Bureau 
started out, if I understand it. to conduct some sort of a poll at the 
crass roots to ascertain the views of the farmers. 

Mr. Wrinaate. Yes. 

Mr. Cootry. Were you at the meeting when you received those in- 
structions, and did you send in the result of your findings iy 00) 
with the recommendation to a central committee to be tabulated and 
to be available at the time you went to the convention ? 

Mr. Wineate. Yes. 

Mr. Cootry. Were similar polls conducted in all the States? 
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Mr. Wincare. Not in all that I know, but in a lot of them. 

Mr. Cootey. Was it your understanding that the polls would be 
conducted ¢ 

Mr. Winearte. I thought that they were going to be polled in every 
one, 

Mr. Cootry. That was your understanding ¢ 

Mr. WinGarr. Yes. Let me clear up one thing: I was not at the 
Biloxi meeting. I had to be elsewhere. 

Mr. Coorey. I know. You stated that your staff was there. 

Mr. WINGATE. Yes : and they brought all this in. 

Mr. Coo.ey. Following those instructions, or that request, you did 
conduct a poll ¢ 

Mr. Wingate. That is right. 

Mr. Coorry. When you arrived in Chicago for the meeting, you did 
not hear any more about it / 

Mr. WINGATE. No, sir: but I asked about it. 

Mr. Cootry. What explanation did they give you ¢ 

Mr. WinGate. Several States were polled, like Kansas. I saw in 
the paper where Illinois was polled. I think that Mr. Abernethy said 
that 43 percent was for flexible and 40 percent for rigid supports. 

Mr. Cooter. How about in the Dakotas? 

Mr. Wincare. I do not know. They had one in Kansas, so they 
told me. 

Mr. Cooter. It would not prove much. 

Mr. WinGate. They had one in Ohio, one in Mississippi; they had a 
I inch of them. 

Mr. Coo.ey. J hey would not prove much unless you conducted a 
rather veneral poll. 

Mr. WinGate. That is right 

Mr. Cootry. Was it your idea that it would be a general poll 
throughout the farming area? 

Mr. WinGate. A general poll. 

Mr. CooLey. It certainly seems to me in view of the disclosures 
here today that Mr. Kline would not only want to, but would seek an 
opportunity to come back before this committee and tell us what that 
poll indicated. 

Now, I would like to Say this: I know that you do not want to make 
any statement here that would reflect on Mr. Kline. 

Mr. Wineate. I certainly do not. 

Mr. Cootry. When vou said a moment ago that you did not think 
that he represented the views of the farmers of America generally, 
you did not mean to imply that he did not truly represent the voting 
delegates of the American Farm Bureau Federation ¢ 

Mr. Wineate. I tried to bring that out. He is under instructions. 

Mr. Cooiry. I want you to be clear about that. You are not re 
flecting upon him, or his integrity. 

Mr. WinGate. Not a bit. 

Mr. Cootry. But you are saying the judgment that was finally 
reached was not in your opinion in accord with the views of the 
farmers ¢ 

Mr. Wingate. That is right. 

Mr. Lovre. That is what I was trying to ascertain from my ques- 
tions—if he reflected the views of the actual farmers. 
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Mr. Cootry. You said that Mr. Kline was reflecting the views of 
the voting delegates of the bureau. 

Mr. Winaate. He reflects the views of the voting delegates. 

Mr. Coo.try. But you say those views are not the views of the 
farmers? 

Mr. Lovre. That is right. 

Mr. Wineate. That is what I understood the question to be. 

I would like to throw this in. Those that are fighting for this 
flexible and against the 90 percent, they say that the farmers are 
against controls. Well, 1 will agree to that, farmers are against it, 
but they prefer controls and 90 percent, and to give you a record on the 
latest vote on marketing quotas for tobacco, the last vote was 99-plus 
percent voting for the controls program. 

Mr. Hitz. Do you mean marketing quotas? That is different from 
acreage control. You mean they voted for the marketing quotas on 
tobacco? 

Mr. Wineare. Yes. That is acreage control. Marketing quotas is 
acreage control. And on cotton last fall they voted 94 percent. On 
peanuts they voted 94 percent. On wheat last year they voted 87 
percent. I do not think that you can argue with a thing like that. 
ane farmers just naturally do not want controls if they can help it, 
but they will take controls to get the 90 percent. 

Mr. W HEELER. I ask unanimous consent to proceed for 1 minute. 

Mr. Anerneruy. I ask unanimous consent, Mr. Chairman, to insert 
it the conclusion of my last question to Mr. Wingate the questionnaire 
that was circulated among the farmers in the State of Mississippi; 
that is, the questionnaire that was used in poling the opinions of farm- 
ers regarding the agricultural program. Tam quite sure that I have 
such a copy. 

Mr. Hiti. Do you have the results of it? 

Mr. Anernetuy. No. If you remember, when our committee went 
through my State last year we were supplied with 1 or 2 copies 
of the questionnaire. Farmers brought them in. 

Mr. Hini. Without objection it will be inserted. 

There is no objection. 

Mr. Wueever. Mr. Chairman, I made my request simply to say that 
I have heard repeated reference in the last 2 or 3 weeks off the record 
to the effect that the great majority of witnesses appearing before 
this committee expressing essentially the same viewpoint that has been 
expressed today by Mr. Wingate were somewhat of the left-wing 
breed. I want to say here this afternoon that to my personal knowl. 
edge Mr. Wingate does not qualify by any stretch of the imagination 
on that score. He is a conservative, solid citizen of my State ‘and has 
never been identified with any of these left-wing organizations. 

Thank you, sir. 

Mr. Hin. I may say for the benefit of my friend from Georgia that 
not a member of this committee has any such suspicion as the rumor 
you have been heari ing. 

If there is nothing further, we will stand adjourned until tomorrow 
morning at 10 o'clock. 

Mr. Wineare. Thank you for the opportunity of appearing before 
your committee. 

(Whereupon, at 5:10, the committee adjourned to meet again the 
following day at 10 a.m.) 
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FRIDAY, APRIL 9, 1954 


Housr or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
W ashington. dD. ey 

The committee met at 10 , Hon. Clifford R. Hope (chairman) 
presiding. 

The Cuairman. The committee has met this morning to continue 
its consideration of price supports on agricultural commodities. 

The Chair would like to announce that we have a subcommittee 
meeting this morning, which accounts for the fact that some of the 
members are absent. It is necessary to have some of the subcommittees 
meeting at times when the full committee is meeting. I do not think 
this subcommittee will be meeting all morning, so other members may 
here shortly. 

Because we have such a long program for today, I think we must 
begin immediately. 

The first witness this morning is Mr. W. M. Case, executive director, 
National Potato Council. 

We will be happy to hear from you at this time, Mr. Case. 


STATEMENT OF W. M. CASE, EXECUTIVE DIRECTOR, NATIONAL 
POTATO COUNCIL 


Mr. Case. I have a prepared statement that I would like to read. 

My name is W. M. Case. [I am executive director of the National 
Potato Council with offices located in room 542, Munsey Building, 
Washington, D. C. 

The National Potato Council is an organization of potato growers 
from all potato-producing States in the Union. I wish to testify 
on two very important points which I believe should be incorporated 
in any agricultural bill cor eer, by this committee. The first per- 
tains to restrictions on the use of lands diverted from crops under 
acreage allotment programs and am second is amendments to the 
Agricultural Marketing Agreement Act of 1937, as amended. 

Speaking first on point 1, the potato en wert, with good reason, 
are much concerned about what crops may be planted on acreage 
diverted from basic crops. The potato market is very sensitive to 
comparatively small fluctuations in the total quantity of potatoes 
produced. The potato producers are fearful that some small portion 
of the acreage diverted from basic crops may be planted to potatoes 
and result in an overproduction that could bring demoralization to 
potato markets. They believe that any proposed legislation should 
very specifically provide that such diverted acreage must be planted 
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in a soil-building crop that cannot be either harvested or grazed, 
but should be plowed under o1 utilized to conserve and improve our 
soils for future use. Potato growers respectfully ask this committee 
to give serious consideration to this problem and to draft into any 
proposed legislation a requirement that this land be taken completely 
out of produ tion of either feed or cash Pp yroducts. 

Past history definitely shows that a 10-percent increase in total 
production can cut potato growers’ gross income in half. In fact, 
the potato industry is now facing a completely demoralized market 
because of an increase in production of 25 million bushels between 
1952 and 1953. Im 1952 growers produced a crop of 349 million 
bushels. The price on March 15 of 1953 was $1.42 per bushel. The 
next year, in 1953, growers produced a crop of 374 million bushels, 
and the price on March 15, 1954, was 53 cents per bushel. ‘The differ 


ence in the size of the crop was 25 million bushels, or less than 10 
percent, and yet it reduced potato farmers’ gross income from $686 
million in 1952 to $341 million in 1953. The 1952 prices were 86 
percent of parity and the 1953 price was 35 percent of parity. Thus 
we see an increase of less than 10 pe reent cut potato growe rs’ total 


income in half. When we consider the increased costs of production 
and marketing that farmers must pay today it is easy to see that 
potato growers have received far less than the cost of production. 

| — informed by the Department of Agriculture that the expected 
total pl antings of wheat, corn and cotton, 3 crops on which the Gov 
ernment has asked growers to acreage, will be 23 million acres 


less than that Pp tes the ye ‘ be fore. If a mere fraction of this 
acreage should be | lendedlto:beninal sin 1954 and future years it can 
totally destroy the potato scnaneae one Leeleery J for a profit: able opera 
tion. The yields of pot itoes have increased 1 1 these past years. In 
fact, they have more than doubled since 1940, The aver: ige yield 
per acre in 1953 was approximately 250 bushels per acre. If only 
100,000 acres of t sg alicemiad land taken from wheat, corn, or cotton 


are planted to potatoes it would probably yield 25 million bushels of 
potatoes, which is enough to take all potato growers from a prosperous 
year to practical bankr uptey. 

We further believe that produ ers of basic crops who ask for a guar- 
anteed price on their product could well afford, and should be willing, 
to forego any income whatever from these diverted acres. The differ- 
ence between supported price they will receive and the ‘unsupported 
price if they were to follow normal planting is more than sufficient 
compensation for the small acreage taken out of production. We fur- 
ther believe that the producers of these basic commodities would have 
continued to plant their major crop and follow the market down 
except for the price-support program that this legislation will offer 
them. In that case, of course, they would not be a threat to the potato 
industry and other nonbasic commodities, but as it appears now the 
proposed legislation would probably lead to the overproduction of 
nonsupported crops, and hence the farmers receiving support could 
bankrupt the farmers who are not guaranteed support. 

The potato growers propose that legislation be incorporated in this 
agricultural act which would compel these acreages to be planted to 
crops for the sole purpose of improving the soil, and that such crops 
not be grazed to create problems for the meat and dairymen and not 
be harvested as a cash crop to burden the market for the normal pro- 
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ducers of cash products. Let us conserve unneeded fertility today for 
future years, when our fast-growing population will have need for it. 

Point 2. The political platforms drafted by both the Democratic and 
Republican Parties recommended the use of marketing agreements 
for perishable commodities, sych as potatoes. We believe that the 
marketing agreement act is good legislation. We believe in the prin- 
ciple of an indienne y-operated program, and the marketing agreement 
act makes it possible for the potato industry and others to adopt a 
miform seein am and with the help of Government force compliance 
with that program. However, there are shortcomings in the present 
act which have been recognized by the Department of Agriculture, 
and, as a result, it has proposed 2 amendments thereto which we be- 
lieve are important and beneficial. The National Potato Council urges 
the incorporation of the following 2 amendments as copied from Sen- 
ate bill 3052, which we are informed have the approval of the Depart- 
ment of Agriculture and the administration : 

(H) Fixing or providing a method for fixing the size, capacity, weight, dimen- 
sions, or pack of the container, or containers, which muy be used in the pack- 
aging, transportation, sale, shipment, or handling of any fresh or dried fruits, 
vegetables, or tree nuts; 

(1) Establishing or providing for the establishment of marketing research and 
development projects designed to assist, improve, or promote the marketing, dis- 
tribution, and consumption of any such commodity or product, the expense of 
such projects to be paid from funds collected pursuant to the marketing order. 

The potato industry is a widespread industry with some States 
producing and marketing potatoes every month of the year. Potato 
producers need the assistance of Government in trying to bring the 
industry together and giving it the support of Federal law behind an 
industry-proposed program. Since potatoes go to the consumer in 
practic ‘ally the same form that they leave the hands of the producer, it 
Is necessary that some means be provided through which the pro- 
ducers can bring about improvements in the grading, packaging, and 
marketing of their product. Furthermore, it is important that the 
law itself make it possible for the growers to carry on educational 
programs concerning the value of potatoes as a food and thus im- 
prove their markets. Since this legislation is permissive legislation 
and will not go into effect unless at least two-thirds of the potato 
growers favor its adoption, it would be beneficial for the Congress 
to make it possible to control a small minority of growers or handlers 
whose selfish interests might destroy the market for all. We sincerely 
urge the incorporation of these provisions in any agricultural legisla- 
tion developed by this committee. 

I sincerely appreciate this opportunity to appear before you and 
to present the opinions of potato producers on two very important 
provisions which we would like to see incorporated in the legislation 
which you now are in the process of developing. 

Thi ink you. 

The Cuamman. We thank you very much, Mr. Case, for the infor- 
mation that you have given the committee. 

Mr. Anpresen. I would like to ask one question: Have you notic - 
any material increase in the consumption of potatoes over the past : 
years because of the lower price this year? 

Mr. Casr. We expect some increase this year. We do not know 
whether it will be attributable to the lower price, or whether it will 
be attributable to a decline in the purchasing power on the part of the 
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public. As people become more conscious of the high cost of living, 
the lower-priced foods and the old basic foods come back into the 
picture. 

Mr. Anpresen. Thank you. 

The Cuamman. Mr. Case, the figures that you have here with re- 
spect to the effect that a small increase in the size of the crop has on 
the price are certainly quite impressive and illustrate what a very 
small surplus of agricultural commodities can do to price. 

Mr. Casr. That is true. 

The Cirsirman. And potatoes is probably one of the best illustra 
tions we have on a situation of that kind. 

Mr. Andresen asked you if you expected any increase in consump- 
tion. If you had a substantial increase in consumption there should 
not be that much difference in price, should there ? 

Mr. Case. No. Potato markets, and all perishable markets, are 
highly psychological. Once they get down, it is awfully hard to 
raise them. 

The Department of Agriculture informed me that they do expect 
there has been an increase in consumption this year, but so far it has 
not had much effect on price. 

The Cuatmman. What you are talking about here in your state- 
ment is the price that the grower receives. What reduction, if any, has 
there been in the margin of the distributor ? 

Mr. Case. Practically none. In fact, there is a lot of complaint on 
the part of the potato growers that the potato prices in the retail 

stores have not come down anywhere near in proportion to the re- 
duc tion that has come to the grower. 

Mr. Anpresen. You stated that the price went down to 53 cents a 
bushel to the producer. 

Mr. Casr. That is correct. 

Mr. Anpresen. The price of potatoes that you are talking about 
were selling in the Washington market yesterday at $3 a bushel 
retail. 

Mr. Casr. That seems to be a common figure everywhere. Distribu- 
tors justify that on the high cost of transportation and the high cost 
of all their operations, and of course, they are set up on a spread 
so that they maintain their own fixed income. We think there is 
a very wide spread between the price the farmer receives and the 
price W ithin the retail store. 

Mr. Harvey. Was that $3 a bushel, or $3 a hundred / 

Mr. ANpRESEN. $3 a bushel. 

Mr. Harvey. And the producers are getting 538 cents? 

Mr. Case. That is right. 

Mr. Anpresen. That is quite a spread, and that is just on the or 
dinary harvested potatoes, not the baking potatoes. The baking 
potato was selling at $4.20 a bushel retail. 

Mr. Case. Yes. 

Mr. Anpresen. What has been the consumption figure over the 
past 10 years? Has there been a decrease in the consumption of 
potatoes over the last 10-year period ? 

Mr. Case. A very decided decrease. The consumption of potatoes 
declined from about 180 pounds in 1920 to 130 pounds in 1930; 112 
pounds per capita in 1940, and the last figure we had was 2 years ago. 
which is 96 pounds per capita. 
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Now, this year we expect the cons umption to go back up some 
The program of the National Potato Council, an organization sup- 
ported by the potato industry, is to try to boost that consumption in 
the same progressive way that any other industry will boost their 
product. , 

The potato industry is scattered from ocean to ocean. There are a 
large number of small operators. We sincerely need the assistance 
of Government in making it possible to weld these people together 
in marketing agreements. 

Now, the suggestion of making it possible for all potato growers 
to contribute their fair share to this cons umption improvement pro- 
gram is the basic reason I talked about the approval of the two amend 
ments as contained in the Senate bill. 

Mr. Anpresen. On that, those amendments cover fresh and dried 
fruits and all vegetables and tree nuts. Are you speaking generally 
for the producers of all those commodities. or do you just want that 
to apply to potatoes ? 

Mr. Case. Just to the potato growers. This is permissive legisla 
tion. You make it possible for any group of growers to do something 
if they want to do it. It cannot go into effect unless at least two- 
thirds of the gorwers favor the program, so that the thing we are 
asking for merely makes it possible for them to do it in case they want 
todo it. You are providing the tool, but it is up to the industry to use 
it, and it must be a two-thirds majority before it can go into effect. 

The Cuarrman. Mr. Case, do you have in mind with regard to these 
amendments relating to the Marketing Agreement Act that if they were 
passed you could not only do something toward regulating the quan- 
tity distributed, but you might be able, in the case of a small surplus 
such as you had this year, to take part of that surplus off the market 
so that it would not have price-depressing effects ? 

Mr. Case. That is right. It would have two effects. One, it would 
cut down the total quantity of potatoes allowed to go to market. We 
like to do that by restricting the very poorest qu: lity by regulating 
shipments according to grades and sizes. We feel in the past years 
the low quality potatoes that have been going on the market have dis- 
couraged consumption because housewives just do not like them. We 
would intend to use marketing agreements to regulate the flow of 
potatoes on the market. 

Now, the object of this second part under “I” is to make it possible 
for us to carry on educational programs w ithe each potato man paying 
some very small share—to carry on an educational program on the 
dietary value of potatoes to the consumers. We are thinking not in 
terms of advertising at all, but in terms of an educational program 
which is so sorely needed. The potato producers would pay for it 
themselves. They would administer the program themselves. They 
would put it into effect only if two-thirds of them wanted to do it. 

The CHarmrman. You could carry on some programs along that line 
now on a voluntary basis, but what you would like to do is to distribute 
the cost over the entire industry, I take it ? 

Mr. Case. Yes. At the present time the Marketing Agreement 
Act does not allow the collection of such fees for these purposes. This 
would be broadening the act so that the growers could elect to do that, 
that they would have the right to do it and could write in into the 
order. 
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The Cuarrman. Perhaps you could carry on some sort of an educa- 
tional campaign so that the purchaser of potatoes would not think 
that all potato producers were getting rich. I am getting letters 
complaining about the cost of potatoes, and some of those letters 
attribute that cost to the producers. They think that the producers 
are making a lot of money off potatoes because they say they are 
paying a high price for potatoes in the market place. I am glad to 
have the figures in your statement so that we can at least partially 
answer their complaints. 

Mr. Case. We would be very happy to provide the committee with 
any further information we may be able to develop. My office is here 
downtown. If I can be of any service, I would certainly like to do it. 

The Cuarrman. We would like for you to give the committee a little 
more specific information on the prices the producers are receiving 
compared to the prices at which the potatoes are selling at retail. It 
would be Tr to all of us. 

Mr. Caspr. I do not have it broken down for all commodities, or for 
the individual commodity of potatoes, because it would be a very 
tedious study, but we do have the record of the agricultural outlook 
of about 2 months ago put out by the Department of Agriculture 
showing the farmers’ share of the consumers’ dollars, and from all 
fruits and vegetables the farmers’ share is 29 cents of the consumer’s 
dollar. The balance is in the cost of distribution. 

The Cuarrmman. For all fruits and vegetables? 

Mr. Case. Yes. That was developed by the Bureau of Agricul- 
tural Econemies in the Department of Agriculture. While I do not 
have it for potatoes, it ean be developed. 

The CuarrmMan. We have to be fair to the distributors and the 
retailers, also. One thing that accounts for the increase in the margin 
is that the consumers are demanding fancy packaging and washing, 
and all that sort of thing that undoubtedly increases the cost. Of 
course, we have no objection to that if the consumer is willing to pay 
for it, but to the extent that it may give a false impression as to what 
the producers are getting, I think it ought to be explained to 
consumers that they are having to pay for that service. 

Are there any further questions: if not, we thank you very much, 
Mr. Case. 

Mr. Case. Thank you. 

(Permission to include the following statements in the record was 
granted by the chairman in the record of April 13, 1954.) 

CLARK SEED FARMS, 
Richford, N. Y., March 29, 1954. 
MEMBERS OF THE SENATE AGRICULTURE COMMITTEE, 
Washington, D. C. 

GENTLEMEN: I appreciate this opportunity to appear before you to give my 
views on the agricultural program. I am speaking both for myself and for 
Frank Clark, the founder of our organization, who has had 47 years’ experience 
in the potato industry. We grew over 700 acres of potatoes during the war 
years and have reduced to less than 500 acres at the present time. 

Until recently, I was opposed to all types of Government farm programs 
because of the regimentation and controls that are a necessary part of such 
plans. Also, I had hoped that we could someday return to a free economy 
in agriculture, industry, and labor. I now see that this is all wishful thinking. 
I am certain that industry, and especially labor, will not give up the advantages 
they have obtained during the past 20 years that would be classified as either 
direct or indirect subsidies or Government-assisted programs. Because of this, 
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farm production costs will remain high. Therefore, some type of a protective 
farm program is necessary if there is to be no unfair discrimination between 
agriculture, labor, and industry. 

We must gradually develop a more normal economy. In doing so we must 
recognize that the foundation of our national economy is based on agriculture. 
If farm commodity prices are allowed to drop as rapidly as they have during 
the past year, in some instances, a situation is likely to develop that will set up 
a chain reaction and affect all types of agriculture as well as industry. This 
has been true in the past, as the symptoms of a depression have always appeared 
first in agriculture. If we can profit by our past mistakes this need never 
happen again. 

A recent press release from the USDA showed that the income for the farm 
population decreased during the past year, while the nonfarm income increased. 
This shows that the farmers are not in as favorable a position as some press 
releases lead us to believe. When a housewife buys retail she is actually 
buying more service than food. In their press releases, the Department of 
Agriculture should emphasize that much of the high cost of food to the consumer 
is handling and transportation, and that the farmer growing supported crops 
obtains only a fair profit in view of his high investment and the risks involved. 
At the present time, the growers of some of the unsupported crops not only do 
not make a fair profit, but are suffering heavy losses. 

I am here today to ask for a farm program that gives equal treatment to 
all farmers. Why is all the concern shown for the growers of the basic 
commodities? Actually, the growers of the perishable crops need protection more 
than those who grow the basics. The growers of the basics can, if they wish, 
hold their own crop during a year of disastrously low prices and avoid heavy 
losses. The growers of the perishables are at the mercy of the immediate market 
and have no alternative but to sell and take their losses each year. Under the 
present farm program the Government is storing some farm commodities and 
absorbing the losses for that group of farmers, while the growers of the per- 
ishables are taking their own losses. Whether we grow the basics or the non- 
basics, we are all American farmers and should receive equal consideration from 
our Government, while trying to normalize an inflated economy. 

We farmers growing the nonbasics have always had to worry about the 
problem of overproduction from our own growers, and now we are subject to 
further competition from acreages diverted from the supported and controlled 
crops. The USDA reports that the total crop acreage in 1954 will be down less 
than 1 percent. This shows that the diverted acreage is merely going into other 
erops. Is this a fair program? In my opinion, agriculture cannot continue to 
exist in a satisfactory manner with half of our products supported while the 
other half are without supports and subject to conditions like those that now 
exist in the potato industry. Do you realize that Maine potato prices have been 
below 25 percent of parity? We know that 1 bad year like this will not finish 
all the potato farmers, but wouldn't it be better for our national economy if 
this vicious pattern of too high and then too low potato prices was stopped? 

You now have under consideration a flexible price support program of from 
75 to 90 percent of parity. I know there has been considerable opposition to this 
plan from farmers growing crops that are now supported at 90 percent. I 
wonder how these farmers would feel about operating with no support pro- 
gram, as we potato farmers are doing? How would they feel if their crops were 
selling for less than 40 percent of parity, instead of 90 percent? If there 
was no Government support on the basics today, I believe they would be selling 
on the same level as potatoes. In my opinion, it would be better to have a 
flexible price support for all agriculture, than one at 90 percent for a favored 
few. It would be a fine thing for agriculture if all farmers could be guaranteed 
that their prices would be no lower than 90 percent of parity, but how long 
could our national economy stand the cost of such a program? If the growers 
of any crop want 90 percent support they should be willing to accept acreage 
or production allotments low enough to put production in line with what can 
be used. The also should be willing to retire the diverted acreage to soil-conserv- 
ing crops. When there is unrestricted acreage or production, a 90 percent parity 
program is fantastic. 

Testimony was recently given before this committee to the effect that reducing 
dairy supports to 75 percent would force dairymen to undergo deep economic 
surgery. We must remember that this 75-percent support is on the basis of un- 
restricted production. I wonder if they would be willing to reduce their pro- 
duction in line with consumption in order to continue a 90-percent support pro- 


88490—54— pt. 20 19 











3670 LONG RANGE FARM PROGRAM 


gram? The main objection I have heard from the dairymen in my section is 
the fact that the grains they buy are at 90 percent and they are likely to con- 
tinue on that basis. 

You have heard that what we need is more research and advertising to in- 
crease consumption. In general I agree with this statement, but it is not the 
complete answer to our troubles. Why did the tobacco farmers have to turn to 
price supports and acreage controls? What crop can you name that has had 
as much advertising? Our problem is not only to get the public to consume 
more agricultural products, but to keep production down to the amount they 
will buy or use at fair prices. 

The Department of Agriculture seems to have the idea that the potato acreage 
can be controlled by issuing acreage guides as to what should be planted. This 
is contrary to human nature. The potato industry is made up of many indi- 
viduals and, as in other types of agriculture, they act as individuals. It is 
impossible to control acreages by merely asking the farmers to do so. If such 
a plan was workable then why was it necessary to go to acreage controls on 
wheat, tobacco, cotton, ete.? I understand the proposed program you are con- 
sidering gives the Secretary of Agriculture the authority to support potato 
prices at his discretion. I also understand that the Department does not intend 
to assist the potato farmers if they exceed the suggested acreages. The USDA 
asked that 25 million acres be diverted to noncrop use, and it now appears that 
less than 3 million acres will be so diverted. In view of these facts, the potato 
growers are still expected to reduce their acreage merely by a request from the 
Department. This, in my opinion, is not the way to approach the problem. It 
is not going to do the potato industry any good for the Department to issue 
guides and then say, “I told you so,” when we are in a disastrous situation. 

I know that most of you have unpleasant memories of the potato program of 
a few years ago. It has political appeal to the consumer to refer to it as a 
fiasco. Should the potato growers be blamed for a program that was not tapered 
off after the production necessary for the war years was over? The program 
served its purpose, as potato production records will show. Why don’t we 
learn from our past mistakes and have a program that avoids the same pitfalls? 
The present farm program for the basic crops is headed in the same direction 
as the old potato program if we do not make some changes. If you do not 
believe this, Just take a look at the huge surpluses we have, the spoilage of 
these stored crops, the tremendous cost of their storage, and their eventual 
selling price. Is this any different than what took place with the surplus po- 
tatoes? No; except that more publicity was given to the potato disposal pro- 
gram. Would it have been any better for the country to have stored the potatoes 
in the form of potato flour, potato starch, or dehydrated potatoes, and let them 
deteriorate in storage or the storage costs exceed their value? 

Again I want to emphasize that I am recommending a farm program for all 
agriculture, not just a program for a favored group of farmers. A flexible price 
support program for all seems to be the plan that has the most chance of a 
successful administration, and one that will avoid the problems we now have 
of surpluses year after year. Consideration should be given to national market- 
ing agreements for some crops in order to keep the low-grade products off the 
market during years of high production and low prices. - Instead of acreage 
guides, acreage controls will have to be used in some instances to keep production 
in line with consumption. 

In conclusion, I approve and appreciate your policy of hearing the views of 
farmers and hope that you will be able to devise a workable price support pro- 
gram for all agriculture. 

Respectfully yours, 
Lewis M. Hakp1son. 


CLARK SEED F'ARMs, 
Richford, N. Y., April 5, 1594. 
Hon. Georce D. AIKEN, 
Chairman, Senate Agricultural Committee, 
Washington, D. C. 


DEAR SENATOR AIKEN; On April 2, I made a statement before your committee 
on the farm program and I now wish to make an addition to that statement. 

I still favor flexible price supports for all branches of agriculture that want a 
program of from 75 to 90 percent of parity, or even as low as 60 percent, as a 
disaster prevention plan. I believe such a program would require fewer and 
less severe controls and be less expensive to administer than what we have at 
the present time. Along with such a program, marketing agreements should be 
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used where advisable and it might even be necessary to use limited acreage con- 
trols for some crops. A flexible program would leave some risk and some per- 
sonal initiative in agriculture which I believe is an important part of the 
industry. 

The agricultural problem is easy to understand. We just have too much 
land under cultivation to meet the normal needs of this country plus what can 
go into world markets at competitive prices. In order to control the excess 
acreage there seems to be a growing sentiment for acreage payments as an in- 
centive to take the unneeded acreage out of production. The diverted land 
would most likely be the less productive acres that have the greatest need for 
soil improvement practices. 

We must be realistic in our approach to the problem. Some Congressmen have 
the opinion that the majority of the farmers in their districts favor a high rigid 
price support plan of 90 or even 100 percent of parity and that they would not 
be properly representing their constituents if they voted for the proposed flexible 
plan. I believe we must give consideration to this viewpoint as Congressmen 
are elected to voice the opinion of the people in their districts. If the farmers 
they represent favor high rigid supports then these farmers, together with their 
Congressmen, must assume more responsibility for the surpluses that are piling 
up under such programs. Along with high rigid supports must go two things— 
first, low acreage and production allotments to put production in line with needs 
in a normal growing season, allowing the country to draw on the stored surpluses 
during years when production is below the actual requirement. Second, the 
diverted acreage must be taken out of crop production or grazing as a requisite 
of a high price support plan. The level of the support would determine whether 
or not incentive payments on the diverted acreage would be advisable. 

The various groups of farmers in referendums should decide the type of pro- 
gram they favor. If low acreage and production allotments plus control of the 
diverted acreage were a part of a high rigid support plan perhaps we all would 
be surprised at the vote of the farmers. 

Any adopted plan should give as equal consideration as possible to all groups 
of farmers. The proposed farm legislation in its present form is very unfair 
to growers of some nonbasics, especially the potato growers. 

Respectfully yours, 
Lewis M. HArpison, 


The Cuamman. The next witness to appear before the committee is 
Mr. William A. Fette, representing the National Confectioners’ 
Association. 


STATEMENT OF WILLIAM A. FETTE, IN BEHALF OF THE NATIONAL 
CONFECTIONERS’ ASSOCIATION, CHICAGO, ILL. 


Mr. Ferre. Mr. Chairman, my name is William A. Fette. I am 
vice president of the Schutter Candy Co., of Chicago, Il., and appear 
in behalf of the National Confectioners’ Association. It is estimated 
that the members of this association, organized in 1884, manufacture 
approximately 85 percent by dollar sales of the Nation’s candy. 

The National Confectioners’ Association for many years has studied 
the effect of various governmental actions with respect to agriculture 
as they affect this industry. At our annual convention in June 1953, 
the members expressed their views both with respect to agriculture 
and peanuts as indicated in the policy statements attached herewith 
(exhibit I). 

You will note that our members recognize that a prosperous agri- 
culture is a nationally sound objective and that the present agricul- 
tural program which expires January 1, 1955, should be carefully ex- 
amined in an effort to attain sound farmer-processor-supplier relations 
consistent with the development of all segments of our economy. 

Our policy statement on peanuts reads in part as follows: 

The present program incorporates a number of characteristics which are con- 
trary to the interest of farmers as well as industrial users of peanuts. 
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SUPPORT URGED FOR PRESIDENTIAL RECOMMENDATIONS 


The National Confectioners’ Association urges this committee to 
support the recommendations of the President of the United States, 
and the Secretary of Agriculture, to eliminate the present mandatory 
90-percent price support on so-called basic commodities, and to estab- 
lish flexible price supports on these commodities as a step in the right 
direction in the solution of our agricultural program. 

As you are aware, the Randall Commission on Foreign Economic 
Policy opposed inflexible domestic price- support programs. 

The confectionery industry uses large quantities of peanuts and, 
therefore, we have had considerable experience with the peanut price- 
support program. I shall confine my remarks to peanuts and what 
we believe to be the unsoundness of the existing peanut program, 
although some of the arguments presented may be equally applicable 
to other crops. 


PEANUTS SHOULD NOT BE CLASSIFIED AS BASIC CROP 


Existing law which classifies peanuts as 1 of 6 basic commodities 
is illogical, both from the standpoint of basic food crops and the 
economy of the farmer. Publication No. FIS 142 of the Bureau of 
Agricultural Economics, United States Department of Agriculture, 
dated July-August 1953, and entitled “Farm Income Situation” sup- 
plies data as to national farm income, by crops as well as by States. 
The total national farm income for all commodities and for individual 
commodities appears in table 10 on page 14. Table 11 on page 16 
indicates the cash receipts by States for all iaigr eoveanngie as well as 
designated principal commodities. Using the figures contained in 
these tables, by arithmetical computation ‘it can be seen that peanuts 
account for less than one-half of 1 percent of national farm income 
(144 million out of total of 32,373 million). It has been advanced 
that whereas peanuts are relatively unimportant in the national farm- 
income picture, they are of paramount significance in certain States 
where they are produced in the most abundant quantities. But the 
facts do not even support this statement. Georgia is the principal 
peanut producing State, yet in 1952 peanuts ac counted for only ap- 
proximately 7 percent of ‘farm income in Georgia, and only approxi- 
mately 5 percent in Virginia, 5 percent in Al: rbama, and 31% percent 
in North Carolina. In Florida, Oklahoma, and Texas, the percentage 
of farm income derived from peanuts was only approximately “1 
percent. 


PEANUT PROGRAM HAS PLACED SEVERE BURDEN ON TAXPAYERS 


When any farm program is considered, there seems to be a tendency 
to give little or no consideration to consumers or to the public. Our 
belief is that the program could and should be worked out for the 
benefit of all. If the peanut user does not prosper and survive, neither 
can the grower. 

Over the y rears the Department of Agriculture has maintained price 
support programs on approximately 40 commodities, including basic, 
designated nonbasic, and other nonbasic commodities. The total cost 
to the taxpayer of the peanut program from its inception in 1933 to 
February 28, 1954, has been $103,274,662. Of the approximately 40 
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commodities on which price support operations have been main- 
tained, the cost to the taxpayer has been greater on peanuts than any 
other commodities, except corn, wheat, Irish potatoes, and eggs. In the 
first 8 months of the fiscal year 1954, the program cost $10,625,711. 
It is obvious that something is wrong with a program concerning a 
farm commodity, which accounts for less than one-half of 1 percent 
of national farm income, and yet has cost the taxpayers more than 
$100 million. 

There has been extensive publicity and discussion of the burden 
which the Government’s butter program has placed upon the tax- 
payers. ‘The tremendous stocks of butter held by the Commodity 
Credit Corporation have caused much criticism and comment. Not- 
withstanding this public awareness and interest in the butter price 
support program, the peanut program has cost the taxpayers con- 
siderably more. The total cost to the Commodity Credit Corpora- 
tion on butter from July 1, 1946, to February 28, 1954, was $63,360,- 
721 in contrast to $103,274,662 on peanuts. (There were no losses 
on either butter or peanuts prior to 1946. ) 

The large stocks of Government-owned dried milk and cheese have 
also received their share of attention but again the losses on these 
programs have been far less than on peanuts. The cost of the dried 
milk program from July 1, 1946, to February 28, 1954, has been $82,- 
315,726 while the losses on cheese during the same period have been 
only $29,578,751. It is recognized that when the large stocks which 
are now held of butter, dried milk, and cheese are disposed of the 
losses on these commodities may be increased thereby. Rvenethelcan 
as of February 28, 1954, according to the official report of the Com- 
modity Credit Corporation, the losses on the peanut program have 
been considerably greater than on either butter, dried milk, or cheese. 


PRESENT PEANUT PROGRAM UNSOUND 


Now, I should like to discuss several aspects of the peanut situation 
today, including production, acreage, yield_per acre, prices, sales, 
stocks, usage, and per capita consumption. sec this statement I 
shall make reference to certain tables, which are attached hereto. 
The statistics contained in these tables were taken from Government 
reports or were furnished by the Fats and Oils Branch of the De- 
partment of Agriculture, whose officials were most cooperative in this 
connection. Some of these tables furnish data beginning with the 
year 1931, and the preceding 10-year average in some cases, because 
the price-support program commenced in 1933, and it was thought 
desirable where possible to observe the situation just prior to the be- 
ginning of the price-support program and for each subsequent year. 
Some other tables commence with later years because adequate data 
were not available for earlier years. 


Acreage reduction increase yield per acre—but not proportionate 
decrease in crop 
Peanut production in 1953 of 1,574,250,000 pounds showed a slight 
increase over the 1952 production of 1,371,600,000 pounds, although 
the 1953 figure is only approximately two- thirds of the United States 
alltime high in 1948 of 2,335,840,000 pounds. Also, the 1953 acreage 
of 1,538,000 acres is less than one- “half the alltime high acreage reached 
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in 1947 of 3,377,000 acres, and considerably less than the 5-year (1936-— 
40) prewar average. Thus, although the number of acres has been 
cut under Government order by 50 percent actually the amount of 
production was reduced only about 30 percent. This is because the 
average yield per acre increased in 1947 from 646 pounds to 1,024 
pounds i in 1953. Table I attached hereto indicates the annual acreage, 
yield per acre and production from 1930 through 1953. This table 
indicates how the planned economy of limiting acreage in recent years 
has failed to limit production as planned because “of a substantial 
increase in the yield per acre. 


INCREASED PRODUCTION PER ACRE DESIRABLE 


From the viewpoint of our general agricultural economy increased 
production per acre is highly desirable yet unfortunately that which 
is desirable from the viewpoint of our overall economy becomes un- 
desirable under the controlled program because it tends to lessen the 
effectiveness of the controls. However, we still believe even greater 
effort should be made to increase the productivity per acre. 

The Department of Agriculture in its publication Peanut Growing 
(Farmers Bulletin No. 1656) says, “The corn and wheat crops of the 
country have been increased many millions of bushels through seed 
improvements, and the same opportunity exists with peanuts.” 

An official of the Department of Agriculture in May 1953 stated 
that “Average yields are only one-half to one-third as high as our 
staff normally gets in our experimental plots where we use the best 
varieties, pay careful attention to choice and preparation of soil, use 
of fertilizer, and soil amendments, seed treatment, insect and disease 
control, and timely harvesting.” “There is no real seed industry in 
peanuts as there is in the seed of vegetable crops and many other farm 
crops. The result is that highly productive and highly uniform stocks 
are not generally av ailable for planting, so that in turn you people 
(industrial users) have a tough time obtaining the kind of raw stock 
that you want.” 

Next week the Department of Agriculture will hold another hearing 
to consider again raising the tolerance for damaged peanuts. What 
we need is upgrading not degrading the quality of peanuts. Better 
selection of seed, better methods of harvesting, and cleaning will 
increase consumer demand. 

High support program unduly increases prices 

Table II shows the average price per pound received by United 
States farmers from the year 1930 to 1953. Table ITI indicates pea- 
nut prices f. o. b. shipping points for Virginia’s No. 1, Southwest 
Spanish No. 1, Southeast Spanish No. 1, and Southeast Runners No. 1, 
for the years 1930-53. From table IT it can be seen that the average 
price received by farmers in 1952 and 1953 was more than 6 times the 
price received in 1931; almost 4 times the price received in 1933 at the 
inception of the price-support program; and more than 3 times the 
price prevailing in 1940. Table ITT tells about the same story. 

Obviously, no one wants to return to the depression period of the 

early 1930's, ‘but one way to avoid such a catastrophe is to stop infla- 
tion and to eliminate those Government policies which are unsound. 





i 
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Restrictive program reduces farm income 

The farm value of peanuts picked and threshed has dropped from 
$246 million in 1948 to $222 million in 1950 and $140 million in 1952 in 
spite of high prices. (See table IV.) 


Program of expansion and increased farm income not restriction 
desired 

Many of us believe that we are living in an era of growth, of oppor- 
tunity, of expansion and not in a period of restriction, and decay. 

Why should we not aim to increase the farmers income by expand- 
ing productivity instead of limiting it? 

For example, the peanut farmers production in 1951 was nearly 1.7 
billion pounds and their income approximately $175 million with a 
90-percent price support. With a 75-percent price support their in- 
come on the same volume would have been $145 million, and if they 
had been permitted to increase production by 50 percent they would 
have had an additional 850 million pounds to sell which if supported 
at 60 percent of parity would have increased their income by $58 mil- 
lion or a total income of $203 million ($145 million and $58 million) 
as contrasted with an income of $175 million at 90 percent parity price 
support. 

We cortend that at lower prices there would be increased sales to 
both the edible and the oil trades. The peanut farmer would not only 
receive greater income but he also would be building more permanent 
markets for his product. 

The committee is fully cognizant, I am sure, of the overall problem 
which arises when farmers are prohibited from planting millions of 
acres of their farms with crops from which they have secured some 
income. 

The table below shows the acreage allotment for the years 1948-54. 


| 








Percent 
oe Acreage ieee Date an- 
Year allotment — oan nounced 
| | 
gs | | 
ee ae ere ee ee ree: _.-| 2,839,000 |..._- __...| Feb. 3,1948 
Wei. 2.-cc.-u SUAML AL Poecanae sk oh __.----| 2,611, 367 | 8 | Nov. 30, 1948 
Pe chbitia theca eens skies eye dimaiinis we pameaand wits twedaced o% -==-| 2, 100, 000 | 26 | Nov. 30, 1949 
tet aetec Fanwas in ater des cue eae a? | 1, 771, 117 38 | Oct. 30,1950 
1952_ evat | 1, 673, 102 41 Nov. 26, 1951 
1953. _- 1, 678, 481 | 41 Nov. 17, 1952 
1954. __- | 1 610, 000 | 43 | Oct. 1,1953 





As indicated in above table, farmers in peanut growing States have 
been forced to withdraw from peanut production 1,229,000 acres or be 
penalized under the peanut program. It is significant that the total 
peanut acreage in 1954 for 4 largest peanut growing States is 1,266,454 
acres (Georgia, 524,611; Texas, 355,063; Alabama, 217,965; North 
Carolina, 168,813) or practically the equivalent of the acreage with- 
drawn from production since 1948. 

Frankly, I am not an agricultural economist or a statistician. I do 
not pretend to say that increasing the acreage by 50 percent is justifi- 
able or that the peanuts grown on the teased acres should be sup- 
ported by 50 or 60 percent. I do believe that in order to solve the 
overall problem there must be some acreage increase permitted and 
there must be an increased amount of peanuts produced at lower prices 
tothe edible trade and lower prices for the oil trade. 
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Increased stocks represent a nother danger signal 

Peanut stocks have been increasing continually for the past 5 years, 
and the stocks on hand as of August 1, 1953 (the latest date for which 
statistics are available) were 424,947,000 pounds, the highest ever, of 
which the Commodity Credit Corporation was holding over 165 
million pounds. (See table V.) 


Per capita consumption of peanuts down 


Table VI shows the amount of shelled peanuts used by the edible 
trade, including peanut candy, salted peatnuts, and peanut butter. 
You will note that whereas peanut usage by the candy industry in- 
creased 1 million pounds in 1951 over 1950, and another 1 million 
pounds in 1952 over 1951, that 1952 consumption of 120 million pounds 
was 6 million pounds less than the 1949 consumption of 126 million 
pounds. Furthermore, the 120 million pound 1952 consumption was 
53 million pounds below the 173 million pounds used in 1944. Thus, 
usage of peanuts by the confectionery industry is down almost one- 
third since 1944 and down 6 million pounds since 1949. In addition, 
the confectionery industry uses a smaller percentage of peanuts con- 
sumed by the edible trade than formerly. I shall not discuss in detail 
the peanut situation as it pertains to the peatnut butter and salted 
peanut industries, because representatives of those industries may 
supply that information. Ido wish to observe that the trend of peanut 
usage in edible products is down appreciably from 738 million pounds 
in 1944 to 564 million pounds in 1952, a large decrease. 

Your attention is invited to a publication entitled “Peanuts and 
Their Uses for Food,” published as Marketing Research Report No, 16 
by the Bureau of Agricultural Economics of the Department of Agri- 
culture in 1952. On page 4 of this publication it is stated that the 
increase in peanut sales during the war “is believed to reflect mainly 
the substitution of peanut products for other foods in short supply, 
such as butter, cheese, sandwich meats, jams and jellies, candy and 
imported nuts.” Assuming, without deciding, that this statement is 
correct, it is our contention that the usage of peanuts would have re- 
mained high had they been marketed in postwar years at a price 
which represented a good value to the public. Without in any way 
discussing the relative merits of butter and oleomargarine, relatively 
few Americans consumed oleomargarine prior to the war, at which 
time large quantities were consumed because butter was not avail- 
able. Since the war, however, millions of Americans have not reverted 
to the use of butter, but instead have continued to use oleomargarine, 
because it represented a good value. If and when butter is reduced 
in price, even though still higher than oleomargarine, undoubtedly 
many Americans will switch back to butter. This is the best illus- 
tration I know to stress our point that peanut consumption may be 
increased when the price becomes epetaine, 

The per capita consumption of peanuts in the United States was 
2.8 pounds in 1920 to 1921. From 1942 to 1946 per capita consump- 
tion averaged 6 pounds, but in 1949 to 1950 commercial consumption 
per capita for food uses was down to 4 pounds, according to the publi- 
cation on peanuts cited previously. : 
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Peanut prices higher than other farm products 

The above-mentioned Government publication, which attributes de- 
creased commercial consumption to a return of many items not avail- 
able during the war, states on page 3: 

The major competitor of peanut candy is other soft-center candy bars. Since 
the end of World War II the price of peanuts has risen more rapidly than the 
average price of the ingredients that are used in sofe fillings. [Emphasis added. ] 

The same publication, on page 5, states: 


In 1936—40 the season average price received by farmers for peanuts was 3.5 
cents a pound, compared with 2 cents a pound received by farmers for popcorn. 
In 1948-50 the price received by farmers for peanuts was 10.6 cents a pound, 
compared with 4.1 cents a pound received for popeorn. Thus, between the two 
periods the price of peanuts tripled and the price of popcorn doubled. The effect 
of such changes on retail prices, for which no data are available, would depend 
a great deal upon relative processing and marketing charges. 

In our opinion, these statements of the Bureau of Agricultural 
I.conomies of the Department of Agriculture go a long way to explain- 
ing the present costly peanut program, which is helping neither the 
farmer nor the end user. It is very clear that peanuts are in competi- 
tion with other ingredients for use in the candy bar, as well as in com- 
petition with the end product of popcorn. Peanut prices have risen 
more than prices for popcorn and other farm products. ‘Therefore, 
why should we be amazed that the peanut farmers are selling less 
peanuts ? 

A favored thesis which has been advanced on pages 3 and 4 of the 
previously cited publication, as well as advocated elsewhere by pro- 
ponents of 90-percent price support, is that the demand for peanuts is 
relatively inelastic. By this they mean that users will buy approxi- 
mately the same amount of peanuts irrespective of the price. The dif- 
ficult question in connection with this theory is that it is not supported 
by the facts, which facts clearly show that peanut high prices have 
cost the farmers millions of pounds annually in sales. <A highly sig- 
nificant statement is believed to be found on page 21 of the publi- 
cation, which states: 

In summary, the peanut program appears to be an effective method of increas- 
ing both gross and net returns to growers, at least in the short run. In the 
longer run, higher prices obtained for peanuts and peanut products may result 
in increased competition from substitute items. This appears to have taken 
place in the case of imported cashews and perhaps to a lesser extent for certain 
other items. Such effects would reduce in part the short-run gains from the pro- 
gram. [Emphasis added.] 

This seems to us to be a frank admission by the Department of Agri- 
culture that peanuts have been priced out of the market. 


WHAT DOES ALL OF THIS MEAN? 


Now, briefly, let’s summarize the salient facts heretofore presented 
in an attempt to completely understand their significance. The situ- 
ation is this: Stocks are at an alltime high; prices are near the alltime 
peak; acreage, although drastically reduced, has not resulted in a 
proportionate reduction in production because of increased acreage 
yield; sales are down; per capita consumption is down; and usage 
also has been reduced. What does a good businessman do when his 
stocks are high, his prices are high, his production is relatively high, 
and his sales are down? Sound economics dictates adjustments, such 
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as additional sales efforts, research for new markets, price reduction 
and possible lowering of costs. The present peanut propre is an 
attempt by our Government to legislate contrary to basic, natural, 
fundamental, economic laws, which cannot be done. The program 
is the equivalent of Congress enacting a measure repealing the law 
of supply and demand. 

The confectionery industry makes many types of candy, including 
bars, bulk goods, package goods, and specialties. The great pre- 
ponderance of candy sold in which peanuts are used are 5-cent candy 
bars. Manufacturers of bars are geared to the coinage of the realm. 
Unless we can buy peanuts and other ingredients at a price which will 
enable us to sell a 5-cent candy bar, which will represent a good 
value, we cannot help the farmer increase the demand for his crop. 

Consumer sales rather than a permanent handout from the Govern- 
ment is, we believe, the objective and long-range goal of the farmer 
as well as the public. 

Peanut candies are very popular with the public when a good value 
is offered. We are convinced we would use much greater quantities 
of peanuts if they could be purchased at a lower price. This would 
not only help us, but it would help the American farmer. If we work 
together, we both will be prosperous. If not, neither will benefit. 









































RECOMMENDATIONS 


The National Confectioners’ Association recommends that Congress 
adopt the following agricultural program with respect to peanuts: 

(1) Eliminate peanuts from the list of so-called basic commodities. 

(2) Terminate the existing mandatory 90-percent price support for 
peanuts beginning January 1, 1955, and provide for price support of 
peanuts on a flexible scale at 75 to 90 percent of parity on all peanuts 
sold for edible use. 

(3) Increase acreage substantially; upgrade instead of downgrad- 
ing all peanuts for edible use; support the productions from increased 
acreage at a maximum of 60 percent of parity and specify that such 
increased production be used for oil purposes. 

Adoption of the above recommendations will bring increased income 
to the farmer, lower prices to the end user, greater value to the con- 
sumer and all at less cost to the Government. 


Exursir I 


Poticy STATEMENTs ADOPTED BY THE NATIONAL CONFECTIONERS’ 
ASSOCIATION ON AGRICULTURE AND PEANUTS 


AGRICULTURE—NO. 3 


A prosperous agriculture is a nationally sound objective. It should 
not, however, be an obligation of the Federal Government to guar- 
antee the ea of agriculture or any other segment of the 
economy, by subsidies, price supports, or similar devices. 

All of the basic ingredients used in the manufacture of confections 
are products of the farm and orchard. ‘Candy manufacturers recog- 
nize that: (1) Some of the elements common to agriculture are 
basically different from manufacturing, such as the ability to control 
production quickly; (2) the common stake between farmers and the 
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businessman is maintaining free enterprise and a resulting strong 
national economy. 

The present agricultural program which expires January 1, 1955, 
should be carefully examined ir. an effort to attain sound farmer- 
processor-supplier relations consistent with the development of all 
segments of our economy. 


PEANUTS——NO, 4 


The confectionery industry desires to increase the sale of peanut 
confections as it does other types of candies. As previously pointed 
out by spokesmen for the National Confectioners’ Association, the 
present program incorporates a number of characteristics whic h are 
contrary to the interest of farmers as well as industrial uses of peanuts. 

Working with all segments of the industry, including growers, 
shellers, and processors, efforts should be made to establish "policies 
which would be consistent with our economic principles. Research on 
production, processing, and marketing is recognized as fundamental 
to a healthy agricultural economy. All segments of the industry 
should join in the development of research, marketing, and merchan- 
dising programs aimed to assist all elements of the industry and to 
make available a low cost nutritious food to the public. In line with 
the policy recommending a thorough examination of all phases of 
the agricultural program, special consideration should be given to the 
elimination of features in the peanut program which cannot be justi- 
fied and which have proven harmful to the grower, processor, and con- 
sumer such as the classification of peanuts as a basic crop. 


TABLE I.—Peanuts picked and threshed (United States) 














Acreage ‘ | Produc- | Acreage | w, Produc- 

harvested Y leld tion 1] — \harvested Yietd tion 

Year (1,000 ad = | (1,000. | Year (1,000 per acre (1,000 
acres) | (Pounds | pounds) | acres) | (Pounds) pounds) 
1920-29 average --.. 1,009 | 708 714. 812 || 1942... — 3, 355 | 654 | 2, 192, 800 
een ede 1,073 650 | 697,350 |} 1943......_._- | 3, 528 | 617 | 2,176, 420 
1, 440 733 | 1,055,815 || 1944 , + | 3, 068 | 678 | 2, 080, 825 
1, 501 627 941,195 || 1945 a | 3, 160 646 | 2,042, 235 
1, 217 674 819, 620 || 1946_..._...........| 3, 141 | 649 | 2,038, 005 
1, 514 670 | 1,014, 385 Dina. emeric a oicrnnl 3, 377 | 646 | 2, 181, 695 
1, 497 770 | 1,152,795 || 1948..........- 3, 296 709 | 2,335, 840 
1, 660 759 | 1, 260,020 || 1949..-...._. 2, 308 808 | 1, 864, 780 
1, 538 802 | 1, 232,755 || 1950................] 2, 268 | 898 | 2,036, 670 
1, 692 762 | 1, 288, 740 Se ihatadachiakesticasahaeaes 2, 009 | 834 | 1,675, 955 
1, 908 | 636 | 1,213,110 || 1952__. : | 1, 464 | 937 | 1,371,600 
2, 052 861 | 1, 766, 590 || 1953............- 1, 538 1, 024 | 1, 574, 250 

1, 900 | 776 | 1,475, 205 | 


|] 





Source: Agricultural Statistics, 1952, U. 8S. Department of Agriculture, from 1950 to date current reports. 
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TasLe II.—Peanuts in 





Year: 


1 Estimate. 
Source ; 


1920-29 average... 


1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 


OVC RRS } esi. 26d ceeien en niewe 


Peanuts and Their Uses 
1952 to 1950 weighted average, 1950 to date simple average. 


TABLE III.—Peanuts shelled, 
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14, 


14 
14 
15, 
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16. 


17. 


17. 
20. 
21. 


20 


f. 0. b. shipping points 


Spanish 
No. 1, 
Southwest 
section 


46 
05 
00 
21 
06 


21 | 


03 
81 
62 


47 | 


ol 


67 


63 
68 
50 


50 | 
50 | 


60 


67 | 


‘d 


06 | 


09 
96 


25 | 
45 | 


16 


20 


19. 


“a WL D OO 


Average cents 
per pound 


5.3 





Average cents per pound 


Spanish 
No. 1, 
Southeast 
section 


02 
26 
75 
18 
91 
93 
70 
38 
28 
15 
58 


. 64 


"7 
. 57 


69 


. 21 


25 


. 30 


74 
65 


. 86 
. 27 
. 04 


96 
25 
64 













the shell, average price received by farmers, United Sates 


.9 
.51 
. 62 


55 


2. 85 


3. 28 


.14 


3.72 


- 44 


3. 30 
3. 27 
3. 40 


oor OP Oe 


S. Department of Agriculture, 


Runners 
No. 1, 
Southeast 
section 


| 


NONE DON RPI D 
RESATSESSR 


~ 
on 


16. 41 
16. 39 
16. 77 
16. 32 
19. 32 
18. 51 
18. 34 


Source Peanuts and Their Uses For Food, U. 8. Department of Agriculture Marketing Research Report 


No. 16 (1952) (1951 to date current reports). 
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TABLE 1V.—Peanuts ,icked and threshed (United States)—Farm value 


Year: Value ($1,000) | Year (continued) : Value ($1,000) 
Wee Se al oe oes 33, 533 TORR sees 68, 746 
10 ire aektisnce deus 24, 462 Bi ctagh ci A cc ieee 133, 248 
eh atl cre crnneseeiiene 17, 144 I oie ica ieiineieiemenianiie 155, 025 
SUNEIE i cscessepibimetestontntiencmasepadescese 14, 587 taint eatgdaphauiaaerdntataiian 167, 352 
Th ott eect aoret kena 23, 328 Salad bctcitsddinschmeed 168, 878 
a dnicrcmermsedataiasacca: ae Se ee 185, 364 
Da ia win die jno iden gfeset es 36, 181 DO i cnivitehdit aittabisen ae ae 
I heh ace ee ee 46, 931 a ahaa la aati 246, 180 
TT iii os aidan ea 40, 630 iain tais adidas 198, 496 
as oe wc tehes ecard ete 42,126 FE cle sided td atitaidicsmntieittalinite 222, 052 
BE ic ies tinlialhceccgelnsaneouaalee 41, 224 TOD hk es bt chee 175, 017 
WD 3 5 ccttintsinignsncman 58, 850 1952 (preliminary )--._--.... 140, 249 


Source: Agricultural Statistics, 1952 (p. 152), U. S. Department of Agriculture, 


Taste V.—Peanuts—United States—Farmers’ stock basis—Stocks, Aug. 1 


Stocks | Stocke 
Year: (1,000 pounds) | Year (continued) : (1,000 pounds) 
I tea x nated Sickiesptan annie 206, 829 I atti nite ciebeacs cae re 366, 544 
Web abkbada att dead 134, 678 I Shek Since bish bth ainda ke 248, ¢ 322 
i eS ke 214, 379 Re ok ees 234, 554 
DEO a orcas sabre Siceledha abide cae Oe OS ae en 
Oa i a 189, 838 I hiacngaetiienconntnecaceeceasah a ee 
eee ep icaecvaliesiae 307, 682 oe ee eee ne 347, 188 
Pee 6 2en dad es 356, 566 ee SL Ai ed 414, 495 
19Gb 6 Bh ete 310, 822 1953 (preliminary )_--____ 424, 947 


TABLE VI.—Shelled peanuts (edible grades )—Reported use in edible products 


{In millions of pounds} 





Year beginning September Candy Salted io Other | Total 

1943 209 244 345 
1944. 173 247 300 | 18 738 
1945___ 159 172 333 15 679 
1946... 146 | 151 259 12 568 
1947 __. 120 117 251 > 493 
1948 __ | 107 120 250 7 | 484 
1949. __ 126 118 256 9 510 
1950. . 118 133 273 531 
1951 __ 119 140 274 | 6 | 539 
1952 120 148 289 7 | 564 
1953 8 pits anaes 4 | 2 

1 Not available. 

Source: Peanuts and Their Uses for Food, Marketing Research Report No. 16 (p. 72). U. 8. Depart- 


ment of Agriculture, 1952. 


The CuarrmMan. We thank you very much for your statement and 
the information which you have made available to the committee. 

Are there any questions? 

Mr. Poaap. First, you may have it some place in your charts, but I 
did not catch just what has happened to the peanut consumption in 
the last 7 years. Do you have that anywhere, or did I overlook it? 

Mr. Ferre. It isin here on page 5 (b). Table VI shows the amount 
of shelled peanuts used by the edible trade, including peanut candy, 
salted peanuts, and peanut butter. 

Mr. Poage. That shows that it has remained about stationary in 
candy since 1947? 

Mr. Ferre, That is right, but from 1944 there is a reduction of 
53 million pounds, or one-third. 
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Mr. Poacr. I am using 1947. As I recall, 1947 is the last year in 
which there was a substantial change in price. Between 1946 and 
1947 there was a substantial increase. From 1947 to date there has 
been an increase of only about 8 percent over the past 7 years. 

Mr. Ferre. If we go over to page 6, Congressman, it is there shown 
that the per capita consumption of peanuts in the United States was 
2.8 pounds from 1920 to 1921. 

From 1942 to 1946 the per capita consumption averaged 6 pounds. 

In 1949 to 1950 it was down to 4 pounds. 

Mr. Poaas. Yes, but I am getting at this proposition as to the rela- 
tionship between price and consumption. 

On candy it apparently remained roughly stationary since 1947. 

On salted peanuts there has been a slight increase since 1947 in 
consumption. That is right, is it not? 

Mr. Ferre. That is correct. 

Mr. Poace. On peanut butter there has been an increase since 1947. 

So that the total that you have on table VI for the edible use in 1947 
is 493 million pounds, and in 1942 it was 568 million, so there has been, 
since 1947, a tendency to increase those edible uses; is that right? 

Mr. Ferre. That is correct. 

Mr. Poagce. So that the increase in price which has been relatively 
small since that time apparently has not been enough to keep people 
from using peanuts since 1947. I grant you between 1946 and 1947 
there was a substantial increase in the price of peanuts, but since that 
time there has not been very much and the production has been under 
control during all that time, has it not? 

Mr. Ferre. That is right. 

Mr. Poage. So I cannot see that you are justified in making what 
seems to me to be an inflammatory statement on page 3, where you say : 

When any farm program is considered, there seems to be a tendency to give 
little or no consideration to consumers or to the public. Our belief is that the 
program could and should be worked out for the benefit of all. If the peanut 
user does not prosper and survive, neither can the grower. 

We all agree to the last statement, you cannot make a chain stronger 
than its weakest link, of course. ’ 

Mr. Ferre. That is right 

Mr. Poace. When you throw this statement out to the public, you 
intend, as I see it, for the public to believe that they have been robbed 
in some respects. That is what you made the statement for, was it 
not, to have the public believe they have been mistreated ? 

Mr. Ferre. That is correct, but if we go along further 

Mr. Poace. And you intended to have the public believe that it 
was the farmer rather than the candy manufacturer who mistreated 
them, is that not so? 

Mr. Ferre. It cost the taxpayer, or the Government, $103 million. 

Mr. Poacr. Let us see why you made that statement. You say 
you intended to have the public understand that they had been mis- 
treated. Now, you intended also to have the public understand that 
they were mistreated either by, or on behalf of, the farmer, rather 
than by, or on behalf of, the candymaker. You intended that, did 
you not? 

Mr. Ferre. We intended to show the costs of the peanut support 
program. 
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Mr. Poace. Let us find out whether you intended what I am sug- 
gesting, or am I misinterpreting your statement? I do not want to 
misinterpret it. If you did not intend for the public to understand 
that they have been mistreated either by, or on behalf of the farmer, 
just explain why. 

Mr. Ferre. We say that the support program is unsound because 
in order to hold the farmers’ income at a certain level it costs the 
Government $103 million. 

Mr. Poace. I know you make that statement all right. I do not 
think that anyone could take offense at your making ‘the statement, 
but in your opinion, the present program is unsound. A lot of peo- 
ple think it is. I am sure that this committee feels that we ought 
at all times to be studying all these programs to see if we cannot 
keep them from doing an injustice to anybody. 

When you make the statement, “There seems to be a tendency to 
give little or no consideration to consumers or to the public when 
any farm program is considered,” that is all the programs that this 
committee considers, and this committee considers all of them. When 
you say, “There seems to be a tendency to give little or no considera- 
tion to consumers or to the public,” 1 understand that you are say- 
ing to this committee that you have no interest in the consumers or 
the public. You say our belief is that the program—and I suppose 
you mean the peanut program—“could and should be worked out 
for the benefit of all.” We all agree that it should be worked out 
for the benefit of all, but why do you charge this committee with 
giving little or no consideration to the consumers or to the public? 

Now, the intention there was clearly to make the public think that 
they have been mistreated, and you have said as much. 

All I am asking you now is, did you not also intend that the public 
should either believe that the farmers or this committee had mis- 
treated them ? 

Mr. Ferre. My remarks pertained solely to peanuts. 

Mr. Poage. All right. Let us confine it to peanuts. Who did you 
want the public to believe mistreated them ¢ 

Mr. Ferre. In 1947 and 1948 we made a very sincere effort to get 
better value for peanuts. There was no consideration given to our 
proposal at that time. 

That is primarily what was behind the statement here. When any 
farm program is considered on peanuts there seemed to be a tendency 
to give little or no consideration to consumers or to the public. 

Mr. Poser. Then you are exonerating the farmers and placing the 
blame entirely on this committee? 

Mr. Ferre. Oh, I think that the committee—— 

Mr. Poacr. This committee made that decision in 1948. 

Mr. Ferre. But to take care of their constituents. 

Mr. Poace. Exactly. I think we did the right thing, but you think 
we did the wrong thing. 

Mr. Ferre. That is right. 

Mr. Poagr. You have a perfect right to that opinion. I am not 
questioning that. 

You are saying you are intending that the public understand they 
have been mistreated. I am just trying to get at this: Who did you 
intend the public should understand mistreated them ? 
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Mr. Ferre. Whoever is responsible for the program that has been 
in effect on peanuts. 

Mr. Poace. I am partly responsible for that. I take all the respon- 
sibility I can get for it, because I had a part in making it. I was not 
the only one, but I will take all the 1 ‘esponsibility I can get in respect 
to that, because I think we did a good thing. 

You disagree with that, but let us be frank about it. Just where 
do you place that responsibility? Do you place it on this committee 
or on the farmer ¢ 

Mr. Ferre. I will place it on both. 

Mr. Poacer. All right. 

Mr. Ferre. If your decision was the result of the farmers applying 
pressure, showing you what the situation was, then I think that both 
your committee and the farmers have been responsible. 

Mr. Poacp. Let us see how bad the public has been —— The 
price of pe: :nuts has gone up about 8 percent in the last 7 years under 
this program, since that time you referred to. I am baesine it up to 
the same date you are, in 1948. The price of peanuts has gone up about 
8 percent for the farmers since that time, according to your figures 
here, which I think are correct. 

What has happened to the price of candy during that time? 

Mr. Ferre. The price of candy has probably decre: sed, 

Mr. Poace. How much ? 

Mr. Ferre. It has probably decreased a little bit. I would say in the 
neighborhood of 5 percent. 

Mr. Poace. About 5 percent? 

Mr. Ferre. With increased manufacturing costs. 

Mr. Poace. I understand. 

Mr. Ferre. The candy manufacturers have had to absorb increased 
manufacturing costs, and have also had reduced selling prices. 

lam referring to bar goods. I am not referring to the entire confec- 
tionery industry, for all c andy, but just referring t to bar goods. 

Mr. Poacr. Just referring to that part of the ¢ randy industry which 
uses peanuts # 

Mr. Ferre. There are some peanuts used in the others, but the ma- 
jority of them are in the bar goods. 

Mr. Poace. You think there has been a reduction of about 5 percent 
in the price? 

Mr. Ferre. That is right. 

Mr. Poace. Just so that we may understand where that comes in, do 
you mean 5 percent to the consuming public, or do you mean 5 percent 
to you as a manufacturer / 

Mr. Ferre. Five percent on our prices to the jobber. Prices to the 
distributors have been reduced 5 percent. We had an 80-cent price 
back for many years. Our price today will probably average in the 
neighborhood of 76 cents. 

Mr. Poacr. The distributor sells the bar for 5 cents. You pointed 
out they had to sell it for 5 cents, and if they sold it for 6 cents you 
would lose a great deal of volume. I think we understand that. 

Has that distributor reduced that price of the 5-cent bar to 4% cents? 

Mr. Ferre. There are 24 bars in a box. 

Mr. Poacer. I understand. 

Mr. Ferrer. The 414-cent price for the small candy retailer would 
just not be in the ec: ards. 
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Mr. Poage. I understand. 

Mr. Ferre. So far as the chain stores or the supermarkets are con- 
cerned, their bars are selling in an average from 6 for 23 cents to 6 for 
25 cents, meaning that ona ‘box for which they will pay an average of 
76 cents they get a return of from 92 cents to $1.00. 

Mr. Poacr. Then you are telling us that the real reduction that has 
come about, so far as the consumer is concerned, has been in the chain 
stores ¢ 

Mr. Ferre. I am telling you what their price is. Our price had 
been 80 cents, and their price usually had been 6 for a quarter before. 

In the last couple of years quite a number of chains were down as 
low as 6 for 23 cents. Some of them had a straight 4-cents-a-bar price. 
The small independent retailer is still selling at 5 cents a bar. 

Mr. Poace. So that as far as the public is concerned, there has been 
no reduction in candy prices, except through the chain stores; is that 
right? 

Mr. Ferre. I would say that is correct; and only a very slight 
reduction in the chain stores. 

Mr. Poace. That is right. 

Mr. Ferre. At that same time I might also point out that the 
operating costs of the distributor have increased materially. 

Mr. Poace. That is right. The reason his operating costs have in- 
creased is that wages have gone up, have they not ? 

Mr. Ferre. That is right. 

Mr. Poacr. What have wages done on the farm during that time ? 

Mr. Ferre. I do not know. 

Mr. Poace. Well, do you assume that a man can get more and more 
working for the Safeway Store here in Washington and less and less 
working for a farmer over in Virgina ?¢ 

Mr. Ferre. There is one thing that I could point out on that, Con- 
gressman, and that is the farm income. 

Mr. Poace. I think you can answer my question. I do not mean 
you are evading it, but I think if you think about it you can answer 
my question, because I think you as an intelligent businessman know 
there would not be any labor to produce these peanuts over in Virginia 
or in North Carolina if that farmer did not at least keep somewhat 
in line with the increased wages you have to pay and that the chain 
store has to pay. 

Mr. Ferre. All right; I will grant that. 

Mr. Poacr. You know that, do you not? 

Mr. Ferre. I will grant that. 

Mr. Poace. So that the costs of the producer have gone up, as well 
as the costs of the distributor. 

Mr. Ferre. That is right. 

Mr. Poser. So that the distributor is not the only victim of these 
increased costs. The producer has suffered just as has the distributor 
in meeting these increased costs. 

Mr. Ferre. May I add something to that statement ? 

Mr. Poage. Certainly. 

Mr. Ferre. I think he has suffered more through a reduction in 
acreage. His income has suffered, dropping from $246 million to, 
I think, $140 million. 

Mr. Poacer. I know, but you know that we farmers are not generally 
given credit for having much business sense. We have begun to 
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learn down in our part of the country, at least, that it is of no advan- 
tage to us to grow units of peanuts, cotton, wheat, corn, or any other 
commodity if we are losing money on each unit we grow. I do not 
understand that. we are making greater profit simply by growing more 
units. 

You believe that is true in your business, do you not ? 

Mr. Ferre. That is right. 

Mr. Poace. If you are losing money on every bar you sell there is 
no purpose in doubling the number of bars you could sell. 

Mr. Ferre. Unless you could effect sufficient economies through 
doubling. 

Mr. Poace. If you could reduce costs. 

Mr. Ferre. To overcome your loss. 

Mr. Poace. That is right. Unless we can say that that farmer is 
actually going to make a profit on these additional acres, just to tell 
him that he can grow additional acres is not worth anything to 
him, is it? 

Mr. Ferre. That is correct. 

Mr. Poace. So that we have to find out whether he can Make a 
profit on those acres. 

It happens that just this morning I got some figures here from 
the Southwestern Peanut Growers or producers. They figure that 
it costs in central Texas $31.59 to produce an acre of peanuts, figuring 
absolutely nothing for the producer’s efforts or for his family labor. 

At the present time, with the present prices, they figure that if he 
sells his average production he can make $25.91 an acre by growing 
that. But they figure that if they drop the prices down even 10 
percent—I think you are suggesting dropping them 15 percent, down 
to 75 percent of parity across the board, and then to let him grow some 
more acres at 60 percent of parity. That is your suggestion, is it not? 

Mr. Ferre. That is right. 

Mr. Poace. But they come to the conclusion that if you drop those 
prices down by 10 percent that his net on his acres will be dropped 
a great deal. 

They have it figured here on a 30-acre farm. I cannot figure out 
just how much that is. On the 30-acre farm figure he would get 
down to where he would be getting less on the 30-acre farm if he 
grew 10 percent more peanuts. 

Mr. Ferre. May I take your own figures there, Congressman. You 
said the cost was $31 per acre to grow peanuts? 

Mr. Poace. $31.59 an acre is the calculated costs, with nothing what- 
ever to the farmer, no wages for his labor. 

Mr. Ferre. In your agricultural reports for 1953 the average yield 
per acre is over 1,000 pounds. 

Mr. Poace. But that is the average yield of the United States. 

Mr. Ferre. Yes, sir. 

Mr. Poace. The costs are going to run much higher if you consider 
the East. When you get over to Georgia your costs are double 
these costs I cited, because they handle them so many more times. 

Mr. Ferre. Why should peanuts be handled many more times in 
Georgia than they are in Texas ? 1 

Mr. Poace. Because it rains a great deal more in Georgia. Because 
it rains there every 2 or 3 weeks, at least, and because it does not rain 
in Texas but about once every 2 or 3 months. 
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And because you do not have to turn your peanuts over and you 
do not have to put your peanuts up on sticks. In Texas, you can 
simply leave them on the ground, because they assume it is not going 
torainonthem. That is why. 

Your cultivation costs when it rains are a great deal more, because 
after every rain you have torun a cultivator across the field. You have 
to plow those peanuts every time it rains. That is the big difference. 

It is just a difference in geography. Their costs are more because of 
the same thing that enables them to grow more. If it rained a good 
deal more in Central Texas we could grow just as many pounds of 
peanuts as they grow in Georgia, but it unfortunately has not rained 
out there since the 10th day of October 1953, and we do not know 
whether it is going to rain in time to plant peanuts or not. 

While we are talking about those Georgia peanuts and Texas pea- 
nuts, I believe you suggested that we ought to increase the standard 
grades, did you not? 

Mr. Ferre. That is right. 

Mr. Poace. Can you give us any good reason for accepting a larger 
percentage of the broken runners than you do in the same grade in 
Spanish ¢ 

Mr. Ferre. No. There is a tendency to use Spanish. 

Mr. Poace. At the present time is it 214 brokens in runners and 1 
percent in Spanish? Is that not it? 

Mr. Ferre. I do not think so, Congressman. I do not have those 
tables with me now. 

Mr. Poace. I do not, either, but I know the runners are allowed at 
least twice as much, if not more than twice as much, defective peanuts 
in the same grade. 

Mr. Ferre. It was only just recently when one of your large sellers, 
located in Texas, had a considerable discussion with us on the grading 
of peanuts. I know there has been a tendency over the years to down- 
grade rather than continue at the same high-grade peanut you had 
back in 1945, 1946, and 1947. 

Mr. Poace. I am not asking you to downgrade the Spanish peanuts. 
I am only wondering why there should be any difference in the two for 
the same grade. 

I understand, of course, that you might get a great many more 
brokens in one type of peanuts than you would get in the others, but 
it seems to me that you ought to get a lower grade when you do 
that. 

Mr. Ferre. There are not too many runners used in the confec- 
tionery industry. 

Mr. Poace. You use the Spanish? 

Mr. Ferre. That is right. 

Mr. Poace. I do not want to take too long here. You did say, 
however, on page 5: 


With a 75 percent price support their income— 
on this volume of peanuts would have been so much, but— 


lf they had been permitted to increase production by 50 percent they would have 
had an additional 850 million pounds to sell, which, if supported at 60 percent 
of parity, would have increased their income by $58 million. 
The only way they could have been supported at 60 percent of parity 
would have been to have gone into oil, would it not? 
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Mr. Frrre. That is right. 

Mr. Poacr. I believe you estimated you could support peanuts at 
60 percent of parity and sell peanut oil on the market competitively at 
15 cents; is that right? 

Mr. Ferre. That is right. I can give you no definite figures on 
that, other than having talked with a couple of processors of oil. 

Mr. Poaae. Yes. 

Mr. Ferre. They tell me that 714 or 714 cents a pound peanuts can 
increase the consumption of peanut oil. At a price of that kind 
consumption of peanut oil can be increased. 

Mr. Poacr. I think I would agree with you. If you can sell peanut 
oil at 15 cents, it is competitive with the present prices of cottonseed 
oil and soybean oil. 

Mr. Ferre. The cottonseed oil and soybean oil are selling at about 
13 cents, and peanut oil at about 18 cents. 

Mr. Poace. With 15-cent oil I think peanut oil probably would be 
competitive with them. 

Mr. Ferre. That is right. 

Mr. Poacer. I am interested in your statement, and I want to make 
sure I am right in understanding it. If you can sell peanuts at 60 per- 
cent of parity you can sell oil for 15 cents, and the crushers can make 
a reasonable margin of profit in handling it; is that right? 

Mr. Ferre. That is right. 

Mr. Poacr. When we are speaking of that margin of profit, it has 
been repeatedly suggested that in order to increase consumption we 
have to reduce the price of peanuts. If you bought peanuts at 75 per- 
cent of parity instead of 90 percent of parity, how much would you 
reduce your price to the jobbers? 

Mr. Ferre. None. 

Mr. Poace. None? 

Mr. Ferre. We would increase the number of peanuts per bar. 

Mr. Poagr. You would give the ultimate consumer more to eat for 
his nickel ? 

Mr. Ferrer. That is correct. 

Back in the early days of the war the ea sized candy bar was 
2 or 21% ounces. Today it is 1344, 114, or 114. I am talking about the 
bars containing peanuts. 

Mr. Poace. Then if the average candy bar is running about 114 
ounces today, let us say there are 24 bars in a box. That is true, is 
it not ? 

Mr. Ferre. That is right. 

Mr. Poaacr. Twenty-four bars would run 114 ounces each. You 
would have something like 2 pounds in that box. 

Mr. Ferre. That is right. 

Mr. Poacr. What part of that 2 pounds is peanuts? 

Mr. Ferre. The average consumption today in a bar is approxi- 
mately 25 or 26 percent. 

Mr. Poacr. Then you would have about one-half pound of peanuts 
in a box? 

Mr. Ferre. That is right. 

Mr. Poacr. Well, of course, you are paying around 20 cents for 
the peanuts, are you not? 

Mr. Ferre. That is right. 
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Mr. Poacr. The farmer on the farmer’s stock is getting approxi- 
mately 11, but you are paying about 20 cents for the shelled peanuts. 

Mr. Ferre. That is right. “A delivered price of 20 cents. 

Mr. Poacr. So there is about 10 cents worth of peanuts in that box 
you are selling. 

Mr. Ferre. That is right. 

Mr. Poacr. So that there is today, at present prices, about one- 
third, or is it one-half—well, a little less than one-half, maybe a little 
less than one-third of peanuts in each bar. 

Mr. Ferre. That is right. 

Mr. Poagce. If you could get these peanuts for 15 percent less than 
you are getting them, you could add 15 percent; or theoretically you 
could add 60 percent more peanuts. Is that about what you would 
have in mind? 

Mr. Ferre. The size of this bar would be increased. You cannot 
get today in the size of the bar any more peanuts than there is on it 
now. It is just down that low. 

Mr. Poacr. You would have to increase the size of the bar ? 

Mr. Ferre. That is correct. 

Mr. Poacr. About three-fourths of your increased cost would go 
to sugar, chocolate, coconut, or something other than peanuts / 

Mr. Ferre. No, sir. 

Mr. Poacr. What percentage of that increase would go to peanuts? 

Mr. Ferre. That would be something I would have to do just a little 
bit of figuring on, but it is not correct that three-fourths of that in- 
creased cost would go on the other items. 

Let us take your Baby Ruth bar. That seems to be the one you all 
know better than some of the others. You have a center in there, 
or a core, of fudge. That core can be lengthened just a little bit and 
you can get an extra 10 or 15 or 20 percent of peanuts in it. 

Mr. Poage. In other words, you think that the industry would add 
something like 15 or 20 percent to its use of peanuts if the price 
dropped 15 percent ? 

Mr. Ferre. That is not impossible. 

Mr. Poacer. I am just trying to find out if that is in line with your 
thinking. 

Mr. Ferre. That is right. 

Mr. Poace. Of course, if you dropped that price 15 percent you 
would take away the largest part of the farmer’s net income, unless 
you gave him something to make it up with. 

Mr. Ferre. That is right. 

Mr. Poacr. Because his net income is that which is above the 75 
percent, and not that which is below, because he has spent that which 
is below for these costs of production. What he lives on, what con- 
stitutes his wages, has to come out of that which is above and not 
that which is below. He would have to get his wages and any profit, 
if you are going to allow the farmer any, , out of these peanuts you are 
going to sell for oil at 15 cents. That is about what it would come 
to, would it not? 

Mr. Ferre. Peanuts for oil would not sell at 15 cents. 

Mr. Poace. No. But the oil, we are saying, would sell for 15 cents. 

Mr: Ferre. That is right. 
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Mr. Poace. Selling peanuts for oil at 60 percent of parity would 
be about $150 a ton roughly. 

Mr. Ferre. That is correct. 

Mr. Poace. So that his profit would have to come out of what he 
could make out of the peanuts for oil? 

Mr. Ferre. That is right. Along with that, by giving greater value 
and greater opportunity to increase the consumption of peanuts in 
edible channels. 

Mr. Poage. And the consumer would receive an advantage only in 
an improvement in the quality of the product he bought ? 

Mr. Ferre. Improvement and increased value. 

Mr. Poacr. Increased value; yes. He would not get the bar at a 
lower price, but he would get a better bar for his money ? 

Mr. Ferre. That is right. 

Mr. Poacr. Now then, let me ask you one more thing and then I 
will bring this to a close. What is your margin of profit; that is, 
the margin of tl® manufacturer of candy bars? 

Mr. Ferre. Our margin of profit on Old Nick was a red-ink figure. 
That is the bar in which we use peanuts. 

The profit of the Williamson Candy Co., a general candy company, 
for the year 1952, the last year I have figures for, was 1.6 percent. 

For the Curtiss Candy Co. I do not have the figures. It is a pri- 
vately owned company. There is no published statement other than 
what we may secure from Dun & Bradstreet. 

They accumulated a substantial surplus during the period of the 
war. At the end of 1952 they had a red-ink figure for surplus. Their 
entire surplus had been dissipated. 

Probably the largest user of peanuts in the confectionery industry 
is the Curtiss Co., in their Baby Ruth bars and Butterfinger bars. 
They have operated in the red consistently for years. 

Mr. Poace. Let us see. They are operating in the red, which means 
they are not showing a profit on their operation. 

Mr. Ferre. That is right. 

Mr. Poace. Of course, a great many farmers are not showing a 
profit on their operations, either. 

The figures I have secured from the peanut people show that their 
costs are without regard to anything for the producer himself. I 
assume that the Curtiss Candy Co. pays salaries to its president and 
all its officers, does it not? 

Mr. Ferre. I would think so. 

Mr. Poacer. In other words, they have a living there. When they 
are talking about being in the red, they may be in the red, but every 
stockholder in the company, where it is a closed corporation such as 
you have described, may be drawing a rather liberal salary. 

I do not know that that is true in the case of Curtiss, and I am 
sure you do not know. 

Mr. Ferre. I do not know. I would say that was possible. 

Mr. Poager. Yes. 

Mr. Ferre. But when I am talking about red-ink figures I am not 
talking about several thousands of dollars; I am talking about several 
millions of dollars. 

Mr. Poace. That is right. All I am trying to do is to see if we are 
finding that the processor is in the same shape the producer is in. 
When the producer goes into the red that means he has not had any- 
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thing for his labor whatsoever. That means that he has not gotten 
anything for his investment whatsoever. That means that he has not 
gotten any income whatsoever to maintain himself or his family at all. 

Whereas when the Curtiss Candy Co. goes into the red it may or it 
may not mean that all of the officers are still getting a pretty good 
livelihood out of the industry, and therefore may not mean at all the 
same thing it does when the farmer is not making anything. 

Mr. Ferre. Congressman, I could not agree with you on that state- 
ment at all. Ifa privately owned company is operating in the red to 
the extent that some of the confectioners are operating today, even 
though they may be paying themselves salaries, if they are dissipating 
their capital, as has been done in many instances, if it continues that 
way they are not going to be able to pay themselves salaries. 

Mr. Poacer. If it continues permanently, of course that is true. 

Mr. Ferre. It has been going on for a period of years. 

Mr. Poace. They might go along for a year or two and still live, 
whereas Mr. Farmer cannot go along for many years and continue to 
live. That is all I am trying to say there. 

Mr. Apernetuy. Would you yield to me? 

Mr. Poage. Certainly. 

Mr. Asernetuy. Has Curtiss paid a dividend in the past 2 or 3 
years? 

Mr. Ferre. Not that I know of. 

Mr. Azernetruy. Do you know whether they have paid a dividend ? 

Mr. Ferre. I cannot make a definite statement, but I think they 
have not. I am not positive. 

Mr. Apernetuy. That is all. 

Mr. Ferre. As I said, it is a privately owned company. There are 
no published statements. I do not know, other than what statements 
we get through Dun & Bradstreet. 

Mr. Poace. Has your company paid any dividends? 

Mr. Ferre. Yes; our company has paid dividends. It has not come 
from the earnings on Old Nick. We make other candy bars. 

Mr. Poace. In other words, you are saying you are losing money 
on the bars basically peanuts? 

Mr. Ferre. That is right. 

Mr. Poacr. And making money on something else. 

Mr. Ferre. That is right. 

Mr. Poacer. Let us see just what percentage of the cost of your 
bars or of the industry’s bars is peanuts. Can you give us an idea of 
what percentage of your total cost goes to the peanut producer? 

Mr. Ferre. A good 20 percent. 

Mr. Poace. Twenty percent? 

Mr. Ferre. Right. 

Mr. Poage. Now, in the ordinary 5-cent bar, how much of that 
5-cent bar goes to the peanut producer? Out of the consumer’s 5 cents, 
how much of the consumer’s 5 cents gets back to the peanut producer ? 

Mr. Ferre. Approximately a half cent. We established that a 
little while ago. 

Mr. Poace. Approximately a half cent? 

‘Mri Kertmm That isaight. 

Mr. Poace. I think that is what we got a little while ago. 

Mr. Ferre. That is right. 
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Mr. Poace. Approximately one-tenth of what the consumer pays 
for this bar goes to the peanut producer. Now, there are nine-tenths 
left there, all of which are subject to squeezing just the same as the 
producer’s one-tenth is subject to squeezing, but you are telling this 
committee, as I understand it, that the squeeze should be put on that 
one-tenth that comes from the producer of the agricultural product, 
and that there cannot be anything more squeezed out of that nine- 
tenths that goes to transportation, to labor, to manufacture, and to 
overhead and all the other costs. 

Mr. Ferre. Congressman, what we wanted to tell the committee 
was not to put any squeeze on anyone. We were trying to point out 
the way we thought was practical, from inquiries we have made, 
and which does appear to be practical, to increase the income of the 
farmer, rather than reduce the income of the farmer. 

Mr. Poace. We appreciate your desire to try to avoid any squeeze. 
That is all. 

The Cuarrman. Any further questions? 

Mr. Asernetuy. Mr. Chairman, I know it is getting late, but I 
would like to ask the witness a few questions. 

Mr. Fette, this situation is strictly one of economics. It is a ques- 
tion of who is going to make a living and how much profit he is going 
to make. 

The question with your company is how much profit you are going 
to make or whether you are going to make any profit at all on produc ts 
wherein you use peanuts. 

The question with the producer of the peanuts is whether or not he, 
as a farmer, is going to make a profit on his crop, and how much. 

Assuming everyone is trying to be fair—and I think you are and I 
think the farm people are and TI also think the members of this com- 
mittee are—you have been sold on this sliding scale theory of price 
supports on the idea that it will bring you the peanuts at a cheaper 
price. That is true, is it not? 

Mr. Ferre. That is right. 

Mr. Anernetnuy. Since you have been sold on the idea that it is 
going to bring you the peanuts at a cheaper price, the proponents of 
the idea—Mr. Benson, Allen Kline of the Farm Bureau, and others 
who support it—are trying to sell it to the farmer on the theory that 
it is going to bring him a higher price. 

That has been brought out before this committee. Here is what 
they say, and they may be right—I do not think they are, but here is 
what they say: 

If the support price is lowered now on peanuts or on cotton or on corn or 
the other basics— 
they do not like to use the word “squeezed” but that is what it means— 


there is a certain group of farmers who will get out of the business. They 
are the inefficient producers, so to speak, and will get out of the business of 
producing peanuts, corn, cotton, wheat, and so forth. 

Now, I have asked several times of those who proposed this idea 
the question, Who is going to get out? 

I was out in California last fall, and the president of the Farm 
Bureau out there was, on an occasion, talking with Mr. Poage and 
me. He told us some farmers would get out of the production of cotton 
if we would drop supports to 75 percent of parity. We asked him 
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who was going to get out. We asked Mr. Kline who was going to get 
out. And I also asked the Assistant Secretary of Agriculture. I did 
not have an opportunity to ask the Secretary. None of them have told 
us yet, still they insist enough will get out to bring production in line 
with demand. 

Their theory is that somebody is going to get out, and that, in turn, 
will leave less farmers producing that particular commodity with a 
smaller production, and with a smaller production of that particular 
commodity the market price would advance. So the theory is that 
if we will reduce the support price from 90 percent of parity to 75 
percent of parity a large group will get out of the farming business, 
and farm prices for those who remain will then soar to 100 percent 
of parity. 

Who is right about this? Are those that propose it, who are trying 
to sell it to the farmers on the theory that they will get more, 100 
percent, right? Or do you think you are right and that you will be 
in a position to buy farm products for 75 percent of parity, a lower 
price? 

Mr, Ferre. That has not been my understanding as to where the 
farmer is going to benefit. 

Mr. Anernetiy. That may not have been your understanding. 

Mr. Ferre. That is not my understanding. My understanding is 
that he is going to benefit through increased consumption. 

Mr. Asernetuy. That is exactly where your understanding con- 
flicts with the understanding of those who are trying to sell this pro- 
gram to the farmers. 

I have some letters in my file which I brought to this committee a 
few days ago. I asked Mr. Kline if he was not trying to sell this 
program to the people and the consumers and the farmers on the 
theory that they would get their commodities at a cheaper price. He 
said, “No.” 

I told him that is the way they are accepting it. I have letters from 
the users of peanuts, similar to your company, where they have taken 
the position that they are going to get the peanuts at a cheaper price. 

But Mr. Kline and Mr. Benson take the position that this program 
will persuade certain people to get out of business, the inefficient. pro- 
ducers who are actually losing money. That will reduce production, 
and then the price with a lower production from such of those who 
stay in will soar to 100 percent of parity. 

They say that is what the President had in mind when he stated in 
Kasson, Minn., and at Brookings, S. Dak., that his program would 
bring the farmers 100 percent of | parity. 

I am not questioning the sincerity of anyone, but those who are 
proposing the program contend that the farmer will eventually get 
100 percent of parity, but you are buying it on the theory that you 
are going to get the production at 75 percent. That is where the 
conflict exists. 

Mr. Ferre. We are buying it on the theory that the price of peanuts 
is coming down, and consumption will increase. Our entire brief 
has been on that subject, 

Mr. Anernetuy. If you reduced the price of your candy bar, do you 
think you would, by increased sales. make more money ¢ 

Mr. Ferre. Not reducing the price, but giving increased value will. 
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Mr. Aserneruy. Tell me how it is the producer of peanuts will 
make more money by selling for less. 

Mr. Ferre. Through increased consumption. His market has been 
steadily going down. His income has dropped from 1946, when I 
think it was $246 million. 

Mr. Anernetuy. How do you know he can produce it cheaper ? 

Mr. Ferre. To $140 million. 

Mr. Asernetuy. How do you know he can produce them any 
cheaper and make a profit, if they cost him a certain amount of money 
to produce ? 

Mr. Ferre. Congressmen, I can only show you what: has- happened 
in the years. 

Mr. Apernetuy. Let me ask you this question: Do you know 
whether or not he can produce them cheaper ? 

Mr. Ferre. No, I donot. 

Mr. Asernetuy. Then how can you come forward and say he can 
make more money by producing more at a cheaper price? 

Mr. Ferre. I believe I am safe in m: aking this statement, and maybe 
the chairman can help me out on this statement : That the yield or the 
income per acre of peanuts at the 90 percent support price is consider- 
ably higher than that of any other basic commodity. 

Mr. Anernerny. That is not the question. That is not the question. 

Mr. Ferre. I wanted to answer it in this way. I do not know what 
it costs to grow an acre of wheat. I do not know what it costs to grow 
anacreofcorn. I donot know what it costs to grow an acre of cotton. 
But is my statement correct, Mr. Chairman, that the income the farmer 
receives from an acre of peanuts is greater than that from several other 
basic commodities ? 

The Cuarmman. I do not think so. I could not answer that. 

Mr. Ferre. What is the yield per acre of wheat? Is it not about 
20 bushels? 

The CuHarrman. No, I do not think the national average is that 
much. 

Mr. Ferrer. Eighteen bushels, then, at $2 per bushel, gives him a 
support price of $36. 

The Cramman. Of course, you are going on the average yields. 
That is about it. I think the average yield is a little less than that. 

That is not the question. Of course, I am sure the yield is much 
higher on tobacco than it is on peanuts. Mr. Poage says the yield on 
cotton is higher. I am not familiar with the gross return from peanut 
production. 

Mr. Ferre. The yield on corn, I believe, is in the neighborhood 
of 38. 

The Cuarrman. The gentleman knows more about what the peanut 
situation is than I do. I certainly would not want to match my knowl- 
edge with his. 

I do not believe that the statement is correct that the profit per acre 
on peanuts is higher. 

Mr. Ferre. I did not say “profit.” I said the income was greater. 

The Cnarrman. I do not think that the income is greater. 

Mr. Ferre. The average income per acre of peanuts is approxi- 
mately $110. 

The CuatrMan. Of course, you have tobacco at maybe $500 or $600. 
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Mr. Anernetuy. To close out my colloquy with you, Mr. Fette, 
when these hearings are concluded I want you to get the statements 
made by the principal proponents of this sliding seale. You will find 
that they are selling it or trying to sell it to the farm eople on the 
theory that a certain number of farmers will get out of the farming 
business because of lower farm prices, and when that happens then 
because of lower production the price will soar to 100 percent of parity 
or better. That isthe theory they are trying to sell them on. But con- 
sumers, such as you, are buying the program on quite a different idea, 
that is, that you are going to “get something cheaper. That is what 
the record will disclose. 

That is all, Mr. Chairman. 

The CuatrmMan. We thank you, Mr. Fette, for your statement and 
your appearance before the committee. 

Mr. Ferre. Thank you. May I make one more statement to Con- 
gressman Poage? 

The Cuairrman. If you can make it short. 

Mr. Ferre. Very short. 

The Cuarrman. We have another witness who is very anxious to be 
heard before noon. 

Mr. Ferre. It will be very short. The income for the candy com- 
panies, the average income for 1952, was 2.77 percent. That is the 
average profit of the candy companies. 

Mr. Poace. I am sure that it is as high as that of the average 
farmer. 

The Cuatrman. Thank you very much, Mr. Fette. 

The next witness will be Mr. C. L. Snavely of the Consumers 
Packing Co. 

Mr. Snavely is representing the Association of Frozen Food Packers, 
I believe. 


STATEMENT OF C. L. SNAVELY, REPRESENTING THE NATIONAL 
ASSOCIATION OF FROZEN FOOD PACKERS 


Mr. Snavety. That is correct, sir. 

Mr. Dacur. Mr. Chairman ? 

The CHarrMan. Mr. Dague. 

Mr. Dacur. Gentlemen; on the average of about once every 2 years 
some constituent of mine comes down here, and of course it usually 
happens the morning we are rushed. Unfortunately, I am going to 
have to leave before Mr. Snavely has completed his statement. I trust 
that out of deference to the fact that we do not bother this committee 
too often you will give him your best consideration. 

I can tell you that we greatly appreciate his fine operation in our 
district, and that there as an unusually splendid relationship between 
Mr. Snavely’s concern and the growers in my district. 

The Cuarrman. The Chair will say that although Mr. Dague asked 
me about that this morning, there is no member of the committee who 
has a better attendance than he does. We are happy to excuse him, 
although we are sorry that the situation has arisen where he will have 
to leave when Mr. Snavely is before the committee. 

I think we all appreciate that, and I am sure Mr. Snavely does. 

Mr. Snavety. Thank you very much. 

Mr. Chairman, Mr. Dague, and members of the committee : 
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My name is C. L. Snavely. I am president of Consumers Packing 
Co., Lancaster, Pa., a firm engaged in the freezing and packing 
of vegetables. I am past president of the National Association of 
Frozen Food Packers, and am representing that association here 
today. 

The National Association of Frozen Food Packers is a nonprofit 
trade association with some 130 members who pack approximately 
70 percent of the entire output of the United States of frozen vege- 
tables, fruits, and juices. 

Let me say at the outset that the frozen food industry is sympa- 
thetic to the objective of improving marketing conditions for raw 
materials used by our industry. We are not here in a spirit of ani- 
mosity toward the producers of agricultural commodities. We are 
dependent upon them for our supplies and want them to receive fair 
prices and fair treatment. 

The National Association of Frozen Food Packers is, however, op- 
posed to the amendment of section 8 (c) (2) of the Agricultural Mar- 
keting Agreements Act, as proposed in title IV of the committee 
print. This amendment would extend the authority to impose mar- 
keting orders to fruits and vegetables for freezing. We believe that 
this proposal would not accomplish the desired result of improving 
market conditions for the growers and that it would be dangerous 
and prejudicial to processors, growers, and consumers alike. 

The position of the National Association of Frozen Food Packers 
has been stated in the following resolution adopted by the board of 
clirectors at the 1954 annual meeting of the association: 

Resolwed, That the National Association of Frozen Food Packers is funda- 
mentally opposed to any extension to crops for freezing of involuntary licensing 
or compulsory marketing orders under the Federal Agricultural Marketing Act 
or any other such statute. The remarkable expansion of the frozen food industry 
in the comparatively few years of its existence and the notable advances in its 
freezing methods and techniques bear ample witness to the benefits which both 
the industry and the public have derived from the operation of the industry 
under the American free competitive system. This history of progress and 
public benefit patently and powerfully argues against any departure from our 
traditional American system, by the institution of Government marketing orders 
and the regulation of processing without the consent of the processors. Such 
a departure would be unjustified by the record, unfair, and undemocratic. It 
would not be in the interest of either the industry or the public. 

This resolution has already been transmitted to the chairman of 
this committee. My purpose in appearing before you today is to 
explain more fully the basis for our position. 

Ve are convinced that the great expansion that the frozen food 
industry has experienced could not have occurred had we been sub- 
jected to the kind of compulsory control which would be possible under 
the amendment proposed in title 1V of the committee print. 

The packing of frozen foods did not begin until the early 1930's. 
By 1938 the output had attained substantial proportions and frozen 
foods had begun to acquire real importance as an element of our food 
supply. The industry has grown steadily since that time. In 1948 
the pack of frozen fruits and vegetables amounted to 395 million 
pounds. In 1953 the pack was approximately 2,150 million pounds, 
including some 60 million gallons of frozen fruit juice concentrates. 
This means that production has increased more than fivefold in the 
last 10 years. 
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We regard this as a remarkable growth for an industry which started 
from scratch not very many years ago. 

The pending proposal would, in effect, grant to growers and the 
Secretary of Agriculture the discretionary au thority to control the 
rate of the indus stry’s future production and expansion. We could 
not feel secure in our present position or justified in risking the capital 
investment required for new and expanded facilities if this authority 
were provided; nor could we have done so during the past years of 
development which I have mentioned. 

The proposal would apply the present methods of control of fruits 
and vegetables intended for marketing without processing, to fruits 
and vegetables destined for freezing. This means, for example, that, 
if two-thirds of the growers of a partic ular veget able want a certain 
marketing order promulgated to institute such controls, the Secretary 
of Agric ulture m: uy impose the order upon the freezers of that vege- 

table, regardless of their desires in the matter. The order may, of 
course, contain only such provisions as the growers favor, although the 
major financial investment is that of the freezer. 

By such an order the Secretary could limit the amount which each 
freezer may purchase from each grower, and he could limit the amount 
of any grade, size, or quality of the commodity which could be so 
purchased. He could determine these amounts upon the basis of sales 
in a representative prior period, to be chosen by him, or he could base 
the limitation upon the current supply of the commodity, or upon a 
combination of the historical and current supply concepts. 

These provisions contemplate a kind of control of processors which 
we regard as entirely unrealistic. Let us examine briefly some of the 
basic problems which would be involved. 

By its very nature the proposed system of marketing orders for 
commodities for processing would operate through restraint of pur- 
chases by the processor, and, thereby, would limit the production of 
the processed foods. For a commodity which cannot be bought by 
the freezer cannot be processed. The effect of such a limitation is 
inevitably going to be to curtail the growth of the frozen food indus- 
try in an expanding economy like ours, particularly if the limitation 
is calculated—(as presumably it would be)—upon the historical basis 
of a representative prior period, which the Secretary may choose, to 
all intents and purposes, in his own discretion. As a fast- developing 
industry we are particularly concerned with the discouragement in- 
herent in this system, not only of new facilities, but of new enter- 
prises as well. 

From year to year the freezer would be dependent upon the ideas 
of the growers and the Secretary as to the amounts he would be al- 
lowed to purchase. What he could finance for processing and sell 
in a free competitive market would no longer be the controlling factor. 
It is not easy to see how a businessman ‘could be expected to invest 
new capital to expand and improve his freezing facilities if his 
capacity to process is to be determined, not by his ability to finance 
the new facilities and additional contract acreage, but by a decision 
taken without his participation. 

The expanding frozen food industry is constantly looking for new 
producing areas to obtain greater yield. In 1947 our company froze 
no squash. We are now very substantial freezers of squash. We 
certainly think it is reasonable to believe that the existence of a mar- 
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keting order would have prevented, or at least substantially retarded, 
our expansion in that field ; first, by discouraging the risk of funds for 
expansion and, secondly, by restricting our purchases of the fresh 
commodity. I may add that our expansion has also been of benefit 
to the grower. 

And what room is left in such a scheme for new enterprises? The 
possibility of their establishment would, in last analysis, be left up to 
the Secretary and the producers. This is hardly conducive to the risk 
of capital. We do not think this is either a sound or a democratic 
concept of government and we are convinced that this element of un- 
certainty would inevit: ibly constitute a disrupting factor in the growth 
of a new and vigorously developing industry like that of which we 
are a part. 

Many crops for freezing are grown under contract with the freezer, 
who must plan in adv ance and order a supply of cartons, cans, labels, 
and seed, for the next planting and packing seasons. It is evident that 
the limitation on purchases to be imposed by marketing order in such 

cases would have to be determined well before the planting season 

began. In the case of widely grown vegetables and fruits such as 
corn and peas, and strawberries, this would involve estimates of the 
yield to be anticipated from diverse and widely separated areas of the 
country. 

It is difficult enough for the individual packer to make sound plans 
and estimates for his own business, with full freedom to take ad- 
vantage of market conditions, within the limitations of his own judg- 
ment and ability. For the Secretary to attempt the performance of 
such a function for all packers, particularly where, @s in the case of 
some vegetables, it ane be necessary to do so on a national basis, 

would indeed be hazardous guessing, at least for the industry. 

There has been an impression, to some extent at least, that growers 
are at the mercy of processors in the sale of their crops. Within my 
experience this certainly is not true. When we offer a contract to a 
producer to grow a particular crop for use to process, the grower 
is under no compulsion to accept our offer. He can raise other crops 
instead. It is his decision, and he reaches this decision after con- 
sidering all alternatives. Actually, on frequent occasion, it would 
be more nearly true to say that the processor is at the mercy of the 
grower. Let me give you a good example. Right now, I know of a 
number of processors who are trying to contract acreage of vegetables 
for processing this summer—but, ne to this time, it simply has not 
been possible to contract for as much acreage as is sock 

I Z not want to take time to mention specifically certain other 
powers which the Secretary could exercise to restrain the marketing 
of commodities for freezing. I would like, however, to note that we, 
as processors, would be 1 required to pay the expenses of administering 
the contemplated marketing orders, which could be issued over our 
eres, and would be subject to criminal penalties for their viola- 

tion by purchasing from the producer more than we were allotted; 
and that, on the other hand, the producer would pay none of the ex- 
penses of administering the order and would not be subject to a pen- 
alty for selling to the freezer more than the latter was allocated 
under the order. We have difficulty in understanding the basis for 
such an approach to legislation. 
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Finally, let me say that we are not objecting to the control of com- 
modities intended for marketing without processing, as it now exists 
or as proposed. We want only to emphasize our basic conviction that 
this kind of control is not workable as applied to foods for freezing 
and would have most undesirable economic consequences. 

The Cuarrman. We thank you very much, Mr. Snavely, for your 
statement and for your appearance before the committee. 

Mr. Snavety. Thank you very much. 

The CHarrman. We also have appearing for the Association of 
Frozen Food Packers Mr. John Fox of the Minute Maid Corp. The 
Chair wonders if it would be agreeable to the committee and to Mr. 
Snavely and to Mr. Fox if we heard Mr. Fox now, and then pro- 
pounded such questions as were desired to either or both of those gen- 
tlemen after Mr. Fox has concluded his statement. 

Is there any objection on the part of the committee ? 

Is that agreeable with you, sir? 

Mr. Snavety. Certainly, sir. 

The CHAIRMAN. And with you, Mr. Fox? 


STATEMENT OF JOHN M. FOX, PRESIDENT, MINUTE MAID CORP., 
PLYMOUTH, FLA. 

Mr. Fox. Yes, sir. 

The Cuatrman. Thank you very much. 

Mr. Hertone. Mr. Chairman, Mr. Fox represents Minute Maid, 
which has a plant in my hometown of Leesburg, Fla. 

The Cuarrman. I take it he is your constituent? 

Mr. Hervona. His business is my constituent. He is down there 
about as much as anywhere else. 

Mr. Fox. Unfortunately, I have to spend some time in New York. 

The Cuamman. We are happy to have any of your constituents 
here, or any of your friends who has any inte rest before the committee. 

Mr. Fox. Mr. Chairman and members of the committee, my name is 
John M. Fox. Iam president of Minute Maid Corp., Ply mouth, Fla., 
which manufactures and distributes the Minute Maid line of frozen 
concentrated citrus juices. 

In 1948 I had the privilege of appearing before a congressional 
committee which was considering a proposed amendment to ‘the Agri- 
cultural Marketing Act of 1937, the purpose of which, insofar as 
citrus was concerned, was very similar to the amendment now proposed 
in section 401 of S. 3052. 

I am not sure that is the bill before your committee. 

The Cuarrman. We have no bill and no number. We have a com- 
mittee print under consideration. 

Mr. Fox. The gist of my testimony was that the concentrate indus- 
try, at that time the merest infant, would create a new demand and 
outlet for an almost unlimited additional quantity of oranges and 
that any limitation on the amount of fruit available for concentrate 
might well wreck the new industry in which my own company was the 
earliest pioneer. 

The year before I testified a distinguished witness had told this 
committee that if no limitation were put on the canned citrus pack: 


There will be too much of the product packed and the price will go to smash 
and the growers will get nothing. * * * 
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You will have a basis for judging the relative soundness of these 
opposing views when you have heard the story of what has happened 
in the frozen fruit juice concentrate industry during the 6 years since 
I first appeared before your committee. 

Well, going back to 1948, Florida had just produced 58 million 
boxes of oranges during the 1947-48 season. 1,600,000 boxes, or 2.7 
percent of this quantity, had gone into frozen orange concentrate. 
During the 1948-49 season, the production of concentrate increased 
fivefold, more than 8,600,000 boxes of or anges being used to produce 
a ae equivalent number of gallons of concentrate. 

As the product gained wider and wider acceptance among con- 
sumers, sales of concentrate continued to soar: 21 million gallons in 
1950; 31 million gallons in 1951; 48 million gallons in 1952; and over 
58 million gallons during 1953. 1954 sales are estimated at 68 million 
gallons, 

The concentrators alone now are using each year a quantity of 
oranges greater than the total production of oranges in Florida as 
recently as 10 years ago. And, despite the growth of concentrate 
sales, the quantity of oranges going into the fresh-fruit market and 
into other forms of processing has remained relatively stable. 

Needless to say, this astounding expansion of production and sales 
could not have been accomplished without the investment, literally, 
of hundreds of millions of dollars in processing facilities, refrigerated 
warehouses, trucks, and freight cars, hundreds of thousands of cabi- 
nets for retail grocery stores, and can manufacturing facilities—not 
to mention the vast sums spent for advertising. 

It is my own sincere conviction that this new demand for oranges 
would never have been created—that the capital necessary to develop 
it would not have been available—if 6 years ago there had been 
established a limitation on the production of the raw material required 
for this great new industry. 

As an aside on that, I had to raise a good piece of that capital for 
our business, and I know the problems we would have had with the 
bankers if we had been limited in our raw materials by that type of 
mandatory order that is now being considered. 

That, of course, is now all past history. More to the point is what 
is the future of concentrate. Can the concentrators continue to absorb 
~_ anticipated increases in the production of oranges? My answer 

: On the basis of all the research and statistics with which I am 
faualtiat. I am firmly convinced that during the next 5 or 10 years 
we will face a shortage of oranges rather than a surplus. 

That conviction is based on a number of facts. To begin with, 
despite the terrific expansion of concentrate sales over the past 6 years, 
70 percent of the families in the United States are not yet regular 
users of concentrate. Let me repeat that—70 percent of the families 
in the United States are not regular users of concentrate. 

We define as a “regular user” any family which makes at least 
one purchase of concentrate each month. In 1949, approximately 10 
percent of the families in the U nited States were regular users, and 
here is a most significant statistic: The average purchase per family 
per month was only 4 of those little 6-ounce cans. By the end of 1953, 
only 29.6 percent of United States families had become regular users 
but—and this again is most significant—their average purchase was 
still only 714 cans per month. 
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This 70 ) percent of United States families re prese nting pote ntial 
new users, coupled with the increased consumption or orange juice by 
families using concentrate, pressages continued and substantial in- 
creases in sales of orange concentrate. 

Another great sales potential for oranges lies in various types of 
vending machines and counter dispensers. While great strides have 
been made in so-called institutional sales, not more than 10 percent of 
the orange concentrate packed now moves through these channels. 

The reasons for this have been several. One has been a shortage of 
product. My own company, for example, has been hard pressed to 
pack sufficient concentrate in the retail size cans to supply the demand 
for our product by the housewives of the Nation. Also, because of 
the nature of the product, it has been necessary to exercise great care 
in selecting outlets and equipment able to maintain the strict temper- 
ture controls essential to proper dispensing of the product. 

Minute Maid, however, has recently developed a so-called high brix 
concentrate to which 5 parts of water are added rather than 3 parts. 
This new concentrate does not require the same low temperatures as 
the present product. The high brix juice is now undergoing field 
tests by the United States Navy, and its development is being closely 
watched by the entire citrus industry as offering the key to the great 
expansion of sales which inevitably will occur in the institutional field. 

In this connection, the annual consumption of soft drinks in this 
country surpasses an unbelievable 27 million bottles per year. I am 
sure every pediatrician, dietician and mother would much prefer our 
children to be partaking of the health-giving qualities of pure orange 
juice. 

A third significant factor which must be considered is the decline in 
the California production of oranges. During the early 1940’s, 

California was producing on the order of 50 million boxes of oranges 
per year, reaching a peak production of 60 million boxes in 1945. 
Commencing in 1947, however, and due in large part to the conversion 
of citrus groves to new housing developments, the production of 
oranges in California fell off to less than 40 million boxes. In 1951-52, 
California produced only 38.5 million boxes. In 1952-53, the Cali- 
fornia crop recovered to 45 million boxes, but the crop forecast for 
this year has now decreased to 36.2 million boxes, a 15-year low. 

The one point which I wish to stress above all others, however, is 
that even though the American people today enjoy the most healthful 
diet in the histor y of the oo an alarming number of the m suffer a 
serious deficiency of vitamin the chief source of which is citrus 
fruits. These deficiencies, I aight add, are not confined to any par- 
ticular group but are found among high-income groups as well as low- 
income groups, among farm families as well as city dwellers. 

The recommended diet: ary allowances published by the Food and 
Nutrition Board, National Research Council, prescribe between 40 
and 100 milligrams of ascorbic acid (vitamin C) per day, the quan- 
tity varying with the age and activity of the individual. Translated 
into orange juice, this recomme nded allowance represents a +-to-&- 
ounce serving. Incidentally, vitamin C cannot be stored in the body; 
t- must be ingested daily. Just one 4-ounce serving to every person 
in the United States each day would require a crop of almost 350 mil- 
lion boxes of oranges. As desirable as such a goal might be, however, 
I doubt whether as a practical matter it can ever be attained. 

38490—54—-pt. 20-21 
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Now let us look at some actual instead of theoretical figures. In 
1950, the average daily per capita consumption of orange juice in 
this country was 1.5 ounces. Over the past 30 years per capita con- 
sumption has increased at the rate of about three-tenths of an ounce 
every decade. 

On the basis of this historical data and giving consideration to the 
effect of increasing awareness of proper diet, improved living stand- 
ards and the vast sums of money now being spent, particularly by the 
concentrators, in promoting the consumption of citrus juices, we can 
very conservatively estimate that by 1960 the average daily per capita 
consumption of orange juice will be at least 1.8 ounces, provided suf- 
ficient oranges are available. Consumption on that order would re- 
quire the production of 175 million boxes of oranges by 1960. Our 
own estimates as to future orange production in this country, con- 
firmed by forecasts of other qualified agencies, indicate production 
will not exceed 160 million boxes in 1960. This production estimate 
assumes no hurricanes or severe freezes such as occurred in Texas in 
1949 and again in 1950, almost destroying the grapefruit industry in 
that State. 

To conclude my remarks, I would like to repeat my conviction that 
increased consumption of oranges, particularly in the form of concen- 
trate, will continue to absorb any foreseeable increase in orange pro- 
duction, and at prices which will reflect a fair return to the grower 
for the very considerable risk he assumes and the investment he makes. 

I am equally convinced that any legislation which would raise even 
the threat of possible future limitations on the quantity of citrus avail- 
able for concentrate, would make it practically impossible to obtain 
the dollars necessary for the additional facilities to expand produc- 
tion and for the continued advertising and promotion of citrus 
products. ' 

Finally, it seems to me that, if we are going to be guided by our 
experience, as I have described it to you, we must conclude that what 
we need to do where there is a surplus of any citrus commodity is to 
develop a market for it rather than to restrict its availability for 
processing. 

Thank you. 

The Cuarrman. We thank you very much, Mr. Fox. 

Do you purchase your fruit by contract from the growers, or do 
you buy it on the open market ? 

Mr. Fox. We obtain our fruit in every way known to man. We 
own a very, very substantial acreage of our groves. We contract 
in advance 3 to 5 years. We purchase on the open stock market. 
We purchase with profit-sharing arrangements with the growers. 

We have been trying over the last 8 years experimentally to deter- 
mine the proper rel: ationship between the raw fruit value and the fin- 
ished product value. In citrus we have a very speculative and very 
dynamic price and supply situation as those of you who have followed 
the citrus ups and downs are aware. 

The grower, over the period that the concentrate product ‘has de- 
veloped, has fared beautifully. I do not believe anyone could deny 
the earnings of the citrus grower in Florida are as fine and handsome 
as any farmer; in fact, any investor in America today. 

I am a director of several boards of directors, and in one particular 
one everybody on the board but me privately owns citrus groves, 
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and these men have told me repeatedly that over 25 years of invest- 
ment experience they have realized more on their citrus investment 
than on any other investment in stocks, bonds, or real-estate property 
that they have made. 

So we think the citrus situation can be well handled by the people 
in the industry, and we believe that it would be very serious if manda- 
tory controls were put on the crops. 

The Cuarrman. You say that the price has been good. Has there 
been comparative stability in the price of citrus crops since you folks 
have been in the business ¢ 

Mr. Fox. There has never been stability in the price of citrus in 
the history of man. 

The Cuatrman. I said comparatively. 

Mr. Fox. No. I do not think there has been comparative stability. 
It will fluctuate from slightly above the cost of production to 5 and 6 
times the cost of produc tion. 

Mr. Hertona. You are speaking only of oranges now / 

Mr. Fox. I am speaking of oranges in particular. Grapefruit at 
the present time is in trouble. There are in the minds of the growers 
too many grapefruit. In our opinion, you do not solve that, you do 
not finda market for too many grapefruit, by limiting the produc- 
tion. We are attacking it on an entirely different basis. We are 
bringing out this year for the first time a very excellent frozen grape- 
fruit section pack. We think the American public likes its grapefruit 
in the form of the flesh of the fruit. It has never been successfully 
frozen. We are trying to do that this year. Whether we can build 
the market singlehanded, I do not know. I am quite sure if it is 
successful there will be a lot of others that will follow suit as they 
did with us on concentrates. 

Another solution that we are working on in grapefruit is to convert 
the grapefruit acreage we have to limes and lemons, which are not in 
oversupply ; : in fact, the “y are in very short supply. We believe these 
free enterprise types of solutions to the surpluses in citrus in par- 
ticular are a far sounder answer than having someone in W liens 
dictate the quantities of the fruit the processors are supposed to take, 
and make them pay for the actual execution of the law itself without 
any voice whatsoever in this action. 

The Cuatrman. Do you pack grapefruit concentrate? 

Mr. Fox. Yes; we do. 

The Cuarrman. And that has not had the reception that you say 
the orange concentrates have had ? 

Mr. Fox. That is right. It has not been given the promotional 
effort that oranges have. That is mainly because, I think, the industry 
is very young. The American public was waiting and looking for 
orange Juice in powers: form so the selling job on the concentrate 
was a much easier one. I do not think there is any question but what 
the same kind of effort put on grapefruit would get much more favor- 
able results than we have seen, and I believe it will come. 

The Cuarrman. You do not pack anything other than citrus con- 
centrates? You are not in the field of vegetables ¢ 

Mr. Fox. We are entirely in concentrates. We pack a small pack 
of grape in New York State. 
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Mr. Hertone. I do know that you get your supply of fruit by buying 
from the growers directly, and through your participation plan, and 
from the groves that you own yourselves. 

What percentage of your total pack comes in each one of those 
categories 4 

Mr. Fox. Approximately 12 percent of our pack comes from our 
own groves and approximately 35 percent comes from participation 
to make the combination of our groves and participation equal to 
50 percent. The balance we buy either in advance, or on the spot 
market from day to day, but it is a cash purchase of it at the time. 

Mr. Hertone. Has there been a mark a increase in your participa- 
tion program ? 

Mr. Fox. Not percentagewise. In volume, yes; because our packs 
are bigger, but we have always had a policy of having 50 percent of 
our fruit on the basis of a participation or ownership. 

Mr. Hertonc. How does the grower share in the participation as 
compared to buying on the spot market? What has been the history 
of that? 

Mr. Fox. He has always done better in the participation. 

Mr. Hertone. In the participation ? 

Mr. Fox. Yes. We always pay an additional payment over and 
above what the average market has been to the growers in our plan. 

Mr. Hertone. You stated that if certain quantities of the fruit 
were held back by reason of the mandatory marketing agreement, 
that you would not be permitted to buy that, but you would be paying 
for that which was thrown away, in a sense; is that right? Did I 
understand correctly ? 

Mr. Fox. It is very hard for me to visualize exactly how these 
so-called mandatory orders can work, but looking at them from a very 
practical point of view, if someone tries to determine in advance of a 
season how many oranges or grapefruit there are; tries to mastermind 
the quantity of fruit that will properly and supposedly smoothly _ 
through the channels of distribution, he is liable to wake up half w 
through the season with a very red face. 

Mr. Hertone. You said that you would have to pay a higher price 
for it. Who fixes the price, you or the grower ? 

Mr. Fox. Well, the price, I presume, would be determined by these 
marketing orders. 

Mr. Hertone. There is no price-fixing in these marketing orders? 

Mr. Fox. By limiting the quantity the: ‘y automatically take care of 
the price. The point that I am trying to make is, the estimating of 
citrus crops as of the moment is so inaccurate that it is worthless. 
Last year they estimated that there was something like 80 million 
boxe s of oranges going to come from Florida. We ended up by getting 
73 million, but did not find it out until the season was nearly over. 
This vear they estimate again 79 to 80 million boxes would be available 
for all purposes. This afternoon at 3 o’clock I think we are going 
to hear that estimate is up to 88 million and perhaps 90 million. 

Mr. Hertonc. Which will mean a further drop in the market ? 

Mr. Fox. Maybe. It also means we probably pay too much for the 
crop that we have already packed. 

Mr. Hertone. What are you paying the growers now for the fruit 
delivered ? 

Mr. Fox. $1.65 this morning. 
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Mr. Hervona. It has gone up about 50 cents? 

Mr. Fox. In the past 24 hours. 

The question has been raised that there is so much of this fruit flow- 
ing into the hands of the processors that the industry control is going 
into the hands of a few manufacturing concerns. That is not true. 
Actually, I think that there is a very good lalance of power down 
there. The only weapon we have in this case is, if we think the prices 
are too high, not to pack the pack which is very disastrous to our own 
growth. Apparently, there are plenty of other people who do not 
agree with us at all on what the proper price of fruit is, because when- 
ever we withdraw from the market somebody always takes the fruit 
that we do not take. 

Mr. Hertone. In response to your question, Mr. Chairman, about 
the stabilization of the market in this industry, prices have still flue- 
tuated, as Mr. Fox has said. They have fluctuated from $2.50 down to 
$1.10, or $1, and sometimes even lower than that. It costs the grower 
sometimes 60 cents a box to produce a box of oranges. It still has a 
stabilizing effect on the market overall, regardless, even though the 
prices have fluctuated, because our production in Florida has increased 
over the years almost at the same rate as your increased pack, Mr. Fox. 
I believe that you are now taking over 50 percent of the total. 

Mr. Fox. Fifty-two percent. 

Mr. Hertone. Fifty-two percent of the total citrus production in 
Florida goes into concentrate. We thought a few years ago that we 
were producing too many oranges in Florida whe *n we had 25 million 
boxes. Now, with 80 million boxes, you say we are ¢ ae with a 
situation where there may be a shortage ¢ 

Mr. Fox. I am convinced that there will be a shortage for a long 
while. 

The Cuarrman. This figure of 60 percent, does that include the 
pack of the Minute Maid Co. and other freezers? Are there other 
freezers ? 

Mr. Fox. Unfortunately, there are many others. There are 90 labels 
of concentrates, frozen concentrates. 

The Cuairman. The 60 percent includes the total production of all 
the freezers ? 

Mr. Fox. Fifty-two percent of all oranges grown in Florida end up 
in frozen concentrate form. 

Mr. Anernetuy. Mr. Fox, it has been said that an honest confession 
is good for the soul, and I want to make one and then ask you a question 
or two. I confess that I do not know too much about the method and 
manner of the operation of marketing agreements. I have not had 
any experience with them in my own congressional district. 

I want to see if I understand. I will ask you this question: As I 
understand the objective of a marketing order, it is to enable a group of 
people producing a particular commodity to put on the market such 
quantity of the ‘commodity as they think and believe, and that the 
Secretary believes, the market will absorb at a fair price. 

The object of your business is to put on the market a quantity of the 
processed commodity that you and your board determine the market 
will absorb at a fair price ? 

What is wrong with the philosophy of the former ? 
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Mr. Fox. There is nothing wrong with the philosophy of the former 
prov iding we who are an integral part of the chain of moving the raw 
material to the consumer—and I think a very important link in that 
chain because of the moneys that have to be r: aised to supply the facili- 
ties and the organizations and the advertising—have something to say 
about these orde rs, or these so-called agreements. The way this new 
piece of legislation e being written, we have nothing to say. We are 
merely told what we are to take, the grades, the type of fr uit, and we are 
told the quantities that we are to take. We have no voice whatever 
in the decision, and we pay for the cost of executing the order. 

Mr. Anernetuy. Now, I purchase your concentrate. Inc identally, 
I am one of your best customers. 

Mr. Fox. That is the best news I have heard this morning. 

Mr. Aserneruy. I have three small children and they consume 
a large quantity of orange juice, and so do I. I am in that chain. 
What voice do I have? 

Mr. Fox. You have the biggest voice of all at the moment. 

Mr. Anernetny. I do not agree with you. 

Mr. Fox. The consumer is the one who has benefited the most by 
the competitive situation that exists today. The price of concentrates 
to the consumer has gone from 39 cents a can to where it is selling 
for 10 and 11 cents a can. That has been a progressive decline. You 
can now buy twice as much concentrate juice as you can get in fresh 
fruit form for the same amount of money. 

Mr. Averneruy. Let me ask you this: Suppose it were possible 
for the producers of oranges in Florida, or California, to all get to- 
gether some time and say, “Now, here is what we are going to do this 
year. We are going to make available to the market this quantity, 
a quantity that the market will take at a fair price and that is all.” 

What is wrong with that? 

Mr. Fox. Nothing. That can be done today without any new legis- 
lation. Y ou do not have to write another line in any bill, and that 
kind of an agreement can be entered into in which the handlers, the 
growers, the shippers, and the producers all get together and decide 
on limiting. 

Mr. Asernetuy. I am not talking about the handlers and the ship- 
pers, I am talking about the man who produces. What is wrong then 
with the producers gathered around a table—and I want you to know 
that I have not made up my mind yet; I am just feeling around a little, 
but it may be that my direction of exploration is not exactly the way 
you would like to see it at the moment, but I do not want to be mis- 
understood. What would be wrong with the producers gathering 
around a table, maybe through a board of directors or something, and 
thereafter announce to the remainder of the stockholders of the great 
producing fraternity, the farm group: “We are going to market only 
so many boxes of oranges, or tons of oranges this year.” What is wrong 
with that? 

Mr. Fox. Philosophically or practically? There is just as much 
wrong with that in my mind as there is with me getting together with 
my competitors and saying, “We are going to decide on putting out 
so much stuff, and you will take so much and I will take so much.” 
It is restraint of trade in any way you spell it out. 

Mr. AnernetHy. Would you knowingly put on the market t any more 
than you could sell at a fair price? 
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Mr. Fox. I have done so. 

Mr. Asernetuy. Would you knowingly do it? 

Mr. Fox. I try not to. 

Mr. Apernetuy. That is the point. You dotry not to. So you do 
exercise every effort, after making a serious study of what the market 
will absorb and what you can put on the market, and after you have 
studied all these factors you endeavor to put on the market a quantity 
of your product that the market will absorb at a fair profit. 

Now, is that the object of the marketing agreement ? 

Mr. Fox. I presume so. 

Mr. Hervone. As to limiting it to certain grades and sizes, they have 
a growers’ committee who make recommendations to the Secretary who 
promulgates his orders based upon the recommendation of the growe rs’ 
committees. The growers’ committee are selected by the growers of the 
State. 

Mr. Anernetuy. Let me say, I am not too familiar with the recom- 
mendations of the Secretary. I have not made a thorough study of it. 
This is the first time we have gotten into this subject. Let us say that 
whatever he proposes becomes law and we have a marketing agree- 
ment and so many oranges are going to be marketed this year, -and the 
price will be—will it be a fixed pric e? 

Mr. Fox. No; the price fluctuates. 

Mr. AnerNetHy. A fixed quantity and grade. Do I understand that 
the industry is not to be consulted at all, the processing industry ? 

Mr. Fox. No. 

Mr. ABERNETHY. ‘To what extent do you feel that industry, the proc- 
essing industry, should participate in fixing the agreement ? 

Mr. Fox. To the extent they can today under existing law. Any 
group can get together, all the citrus people in Florida that are in- 
volved, and decide on limiting the amount of oranges to go into 
processing. 

Mr. Apernetuy. Is there a Federal law now authorizing a market- 
ing agreement for oranges? 

Mr. Fox. As I understand it, there is legislation which enables mar- 
keting agreements to be entered into for any phase of the agricultural 
industry, but you must give voice to all segments of the industry. 

Mr. Anernerny. What is your voice in that field now? Can you 
veto it? 

Mr. Fox. No. It is a fair means of two-thirds of each segment 
having a voice. 

Mr. Asernetuy. Two-thirds of each segment—the producer, the 
processor—— 

Mr. Fox. That is right. 

Mr. Asernetuy. And if you do not have the two-thirds, it does not 
go into effect ? 

Mr. Fox. That is right. 

Mr. AnerNeTHyY. Then you do have a veto. 

Mr. Fox. Not necessarily. 

Mr. Asernetuy. If you have two-thirds that disapprove. 

Mr. Fox. As a practical matter in Florida we have no veto because 
over 50 percent of the production facilities in concentrate are owned 
by growers as cooperatives. 

Mr. Harvey. I would like to ask my colleague from Florida, or Mr. 
Fox, whether the State of Florida does not have legislation at present 
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providing for, or atte mp ting to provide for, orderly marketing of 
oranges / 

Mr. _ rLONG. Under State law we have a citrus code, but the mar- 
keting eement under which we are now operating is Federal. 

Mr. Ha sRVEY. This is a little complicated to me. I know that you 
have had such an arrangement. Are you saying the State law is not 
effective, or that you do not use it? 

Mr. Hertone. They have, toa large extent, repealed the portions of 
the State law that prohibited moving of certain fruits in interstate 
commerce, but they did that knowi ing there was a marketing agreement 
that si ip ‘rseded the State law and they still have the protection of the 
marketing agreement, so the two are working together. 

Mr. Harvey. In other words, they have permitted certain sections of 
the Florida law to lapse in favor of the Federal law / 

Mr. Hertonc. In favor of the marketing agreement ; yes. 

Mr. Harvey. Now, like my colleague from Mississippi, this is a new 
field tome. Iam not very well acquainted with it. 

Would you say that the present phase of the Federal marketing 
order that you are using has been successful ? 

Mr. Hertone. I think so, as far as fresh fruits are concerned. That 
is all that it applies to at this time. 

Mr. Harvey. That is what we are talking about, particularly as it 
relatestocitrus. It has been a successful venture. 

Mr. Hrrtonc. There are many people in Florida who will dispute 
that. 

Mr. Fox. They surely will. 

Mr. Harvey. I think this is the important question : What difference 
is there between the type of marketing agreements that you are using 
now and the proposed marketing agreement in the legislation in the 
committee print that makes it more objectionable than the present 
one / 

Mr. Hervone. Mr. Fox has stated that it extends it to processing, 
makes it mandatory, and does not give these people a voice in it. They 
want representation on the committees, and they don’t want to pay all 
the cost of it. 

Mr. Harvey. Now, the processors have some voice in it? 

Mr. Hertone. No, sir. 

Mr. Harvey. Not now? 

Mr. Hertone. Not the concentrate processors. 

Mr. Fox. There is no marketing agreement affecting the fruit we 
buy at the present time. 

Mr. Harvey. At the present time, the marketing-agreement pro- 
vision applies only to fresh fruits that are exported from the State 
as such ? 

Mr. Hertone. Yes. 

Mr. Harvey. And the part that you are objecting to is that under 
the new proposal which would provide for marketing agreements 
which would also apply to the processing industry as well as fresh 
fruit shipments ? 

Mr. Fox. Without our element having any voice in it. 

Mr. Harvey. I wanted to get that clear. Thank you very much. 

Mr. Garurnes. I would like to ask this question, Mr. Chairman, 
Is there some criminal liability for violation of it, on the part of the 
processor ¢ 
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Mr. Fox. I am not familiar with the teeth in it. I think there is 
a penalty of $500 a day, or some punishment like that. 

Thank you very much. 

The Cuairman. Are there any further questions of Mr. Fox or 
Mr. Snavely? If not, we thank both of you gentlemen for your 
appearance and for the information you have given the committee. 

Off the record. 

(Discussion off the record.) 

(The following statements were submitted to the committee :) 


NATIONAL ASSOCIATION OF FROZEN Foop PACKERS, 
Washington 5, D. C., April 23, 1954. 
Hon. Crtrrorp R. Horr, 
Chairman, House Committee on Agriculture, 
United States House of Representatives, Washington, D.C. 

My Dear Mr. Hore: The National Association of Frozen Food Packers appre- 
ciates the opportunity given by the committee to submit comments upon the 
testimony presented last week by several witnesses from Florida and California, 
who advocated the extension to foods for processing of the authority to impose 
compulsory marketing orders. Specifically, we urge that section 401 (b) of the 
committee print, amending section 8 ¢ (2), as amended, of the Agricultural Mar- 
keting Agreement Act, and the proposals of these witnesses, be rejected by the 
committee and the Congress. You may recall that, on behalf of the frozen food 
industry and this association, Mr. C. L. Snavely, of Consumers Packing Co., Inc., 
and Mr. John Fox, of the Minute Maid Corp., recently testified before your com- 
mittee in opposition to the extension of such authority to crops for freezing. 

Our comments are as follows: 

1. It is perfectly clear from the statute, and has been repeatedly testified, 
that if section 401 (b) of the committee print were enacted, marketing orders 
could be imposed upon freezers by the Secretary of Agriculture, at the instance 
of the growers, over the protest of the freezers. Not one freezer would be re- 
quired to consent to the order. Moreover, no provision need be made for freezer 
participation in the administration of the order. 

We feel it is essential to again emphasize these facts because the comments 
made last week by some witnesses favoring the extension of marketing order 
authority may very well give rise to a serious misunderstanding on these basic 
points. (See, for example, the comments of Mr. Bunje in answer to questions 
of Senator Holland, and of Mr. Walker, in response to questions by Mr. Herlong.) 


The authority to control processors of products to which the Agricultural 
Marketing Agreement Act is now applicable, by orders imposed without their con- 
sent, is clearly set forth in section 8 e (9) of the act (7 U. S. C. 60Se (9)). If 


the act is extended to fruits and vegetables for processing, as proposed, this 
authority could then be exercised with respect to such foods. There can be no 
misunderstanding on this matter under the language of that section. The act 
would have to be basically revised to provide processors an effective voice in 
formulation of marketing orders and their administration. 

2. A California witness, Mr. Bunje, who wanted to include canning fruits 
under mandatory order authority, thought that the marketing order process was 
a fine example of democracy at work, because the growers could vote an order 
in or out, at will, without having to go to Congress to doit. ‘That is where we 
think that the program should be handled, by the people themselves,” he said. 
Since this procedure would control us, as freezers, without our agreement, we 
ean hardly be expected to subscribe to Mr. Bunje’s concept of it as democratic. 
Mr. Bunje later stated to Senator Holland that he understood that the Federal 
law would require the assent of a majority of the canners before an agreement 
and order could become effective. This statement, although ambiguous, may well 
convey the impression, which is clearly erroneous, that an order could not be 
imposed upon the processors of fruits and vegetables against the will of the 
latter. 

This seems surprising and confusing enough. To it, however, must be added 
the fact that the authority to control the processors of cling peaches was asked 
by this witness, not because growers whom he represented actually want Federal 
marketing orders, but upon the highly questionable ground that the existence 
of the authority to impose such orders would operate as an economic weapon to 
obtain concessions from processors, 
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3. The attention of the witnesses in question was directed primarily to Bart- 
lett pears, cling peaches, and Florida grapefruit, all involving local rather than 
national problems. There was no testimony to support the broad authority pro- 
posed in section 401 (b) of the committee print, to subject all processing crops 
to Federal marketing order control. None of the witnesses asked for the exten- 
sion of marketing order controls to vegetables for processing. Mr. Bunje speci- 
fically disclaimed sufficient familiarity with the problems of producers of vege- 
tables and seasonal crops to comment upon the practicability of the application 
of Federal marketing orders to such crops. 

Mr. Anderson, representing only the California Canning Pear Association, 
asked, among other things, that the law be amended (a) to cover all agricultural 
commodities, and (b) to provide that “orders may not be imposed on producers 
or processors without the requisite percentage assent or vote of each.” It is 
evident that, aside from questions of merit, these two far-reaching changes would 
raise a host of questions going to the basic philosophy of the marketing order 
scheme. They could hardly be dealt with on the basis of the recently concluded 
hearings. 

Mr. Bunje, for the California Canning Peach Association, said, as heretofore 
noted, that the California cling peach growers themselves wanted no Federal 
order. Nevertheless, he asked for coverage for them as well as for all competing 
canning fruits, whose growers he was not, of course, representing before the 
committee. 

The Florida group limited their request to grapefruit. They presented, quite 
simply (as one witness conceded) a request for authority to control the produc- 
tion of processed grapefruit and grapefruit juice, and this without any indica- 
tion of how such control would remedy the basic problem of too much produc- 
tion for too few markets. Mr. Walker expressed the opinion that a marketing 
order on grapefruit for processing would not be instituted unless it were signed 
by a majority of the processors in Florida. He did not state, however, that there 
is no requirement in the law that a majority of the processors—or any of them— 
consent to the order before it can be imposed. 

4. All of these witnesses were, essentially, interested in curbing the amount 

of fruit which can reach the producer, in order to raise the price to the grower. 
This, of course, results in increased prices to the consumer. It offers no future 
hope of widening present markets to take care of excess production due either 
to extent of acreage or improvement of growing techniques. It is simply an ad 
hoc tgove to solve an existing problem without any apparent regard for the 
interests either of the processors or the consumer but with promise of disruption 
and discouragement of the processing industry. 
5. The enactment of section 401 (b) of the committee print would, as has been 
shown before this committee, result in the control, by the Secretary of Agricul- 
ture and the growers, of the processing operations of the frozen food industry. 
This must follow inevitably from the extension of marketing order coverage to 
fruits and vegetables for freezing. 

We take this opportunity to point out to the committee that the provisions of 
section 401 (b) of H. R. 8793 (introduced by Mr. Herlong) and H. R. 8858 (in- 
troduced by Mr. Martin) would retain in full this authority to impose market- 
ing orders applicable to fruits and vegetables for freezing, without the consent 
of the processors. The fact, therefore, that those bills also require, for orders 
controlling canned or frozen fruits and vegetables, the approval of processors 
of more than 50 percent of the commodity, would remove none of the objections 
which have been made to section 401 (b) of the committee print. Indeed, the 
further extension to canned or frozen fruits and vegetables constitutes addi- 
tionally objectionable matter. 

We respectfully request that these observations be made a part of the record 
of the hearings on the basic agricultural program. 

Respectfully submitted. 

LAWRENCE S. MARTIN, 
Secretary-M anager. 


NATIONAL Foon BROKERS ASSOCIATION, 
Washington, D. C., May 11, 1954. 
CHAIRMAN, House AGRICULTURAL COMMITTEE, 
House of Representatives, Washington, D. C. 
Dear Sir: In its deliberations on solutions to the problems of agricultural sur- 
pluses, the Congress is faced with a most difficult task, yet an essential one. Un- 
doubtedly the methods adopted will combine careful judgment, a judicious com- 
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promise of the many contradictory solutions offered, past experience, and an in- 
sight into future needs. 

Like all citizens, the members of the National Food Brokers Association 
offer to the Congress and the administration their assurance of cooperation te 
the end that the solutions adopted will be implemented as quickly and as effec 
tively as possible. The problem is a national one—even an international one— 
and only by the cooperation of all concerned can it be solved to the best inter- 
ests of the majority. 

This association has not taken a stand in favor of any one solution. Instead, 
as just stated, it offers as always to cooperate in the implementation of the 
method and program adopted by the Congress. Always in the past, the associa- 
tion and its members have worked closely with the Government and with all 
Government agencies concerned with food and food problems. In periods of 
crisis and emergency, representatives of this industry have served both inside and 
outside of the Government. 

Borrowing from this past experience, leaning on the tremendous first-hand 
knowledge of the food industry and its distributive agencies, the National Food 
Brokers Association offers these recommendations in the interest of effective ad- 
ministration of the program adopted by the Congress. 

It is recommended that, wherever possible, any program of distribution of 
food and fiber be effected through the established wholesale and retail channels 
of distribution. Some of the merits of this suggestion are obvious. Others are 
less so. 

In the first place such a method of distribution would be the least expensive to 
operate. No new channels or agencies would need to be organized, staffed, 
housed, trained, and administered. There will be no additional overhead or 
other budgetary headaches of this kind. The economy of such a program would 
be enough to recommend it even if there were no other advantages to it. But 
there are other valuable benefits in such a program of utilizing the organized 
channels of distribution. 

It is ready to operate at once. The only requirements to be met before indus- 
try can proceed are the ground rules of procedure to be set by the Congress and 
the administrative agency. 

It will operate at a much greater level of efficiency than a newly organized 
distributive agency that will need to be broken in. This is not meant as a re- 
flection on the efficient agencies of the Government, but it should be obvious that 
a new organization cannot be as efficient in the operations of distribution as can 
the established organizations which have been developed through the years and 
which have been changed and molded constantly in order to keep abreast of 
changing developments. 

By using the established wholesale and retail agencies of distribution, the dis- 
posal program will cause the least possible disruption to these agencies. This 
means that business conditions in other fields will not be torn down in the at- 
tempt to build up another important segment of our economy 

The general effect of such a program of utilizing the established wholesale 
and retail grocery channels of distribution will be to enable our Government to 
dispose of its surplus agricultural commodities with the greatest efficiency, 
greatest economy, least amount of disruption to our established methods of do- 
ing business. The farmer will be aided by an orderly distribution of his sur- 
pluses. The needy family will benefit from an increased purchasing power to 
obtain surplus commodities, 

In closing this brief statement we request again our assurance of cooperation 
on the solutions adopted by the Congress. 

Sincerely yours, 
WATSON Rogers, President 


The CuHarrmMan. The committee will recess until 2 o’clock. I hope 
the members can be here promptly at 2 o’clock. 

(Thereupon, at 12: 32 p. m., Friday, April 9, 1954, a recess was taken 
until 2 p, m. of the same day.) 


AFTERNOON SESSION 


Present: Representatives Hope (chairman), Andresen, Harvey, 
Williams, Cooley, Poage, Gathings, Abernethy, Albert, Thompson, 
Jones, and Herlong. 
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The Cuatrman. The committee will come to order. The first wit- 
ness this afternoon, representing the National Canners Association, is 
Mr. H. T. Austern, who is the counsel for that organization. 

Mr. Atserr. Mr. Chairman, may I say a word before you start? 

The Cuarrman. Yes. 

Mr. Arpert. While he is not a witness, Mr. Grover Howard, of 
Westville, Okla., is with this group here. Mr. Howard had with him 
this morning Congressman Edmondson and Congressman Steed, col- 
leagues of mine. I would like the record to show that. Also, he has 
a canning business in eastern Oklahoma, where a good portion of the 
Nation’s spinach is canned, as well as many other vegetables. His 
industry, of course, is very important to my section of Oklahoma, and 
I would like the record to show he was present, and represented the 

canning business from that section today. 

The Cuatrman. All right. That will be indicated in the record. 
All right, Mr. Austern. You may proceed. 


STATEMENT OF H. T. AUSTERN, NATIONAL CANNERS ASSOCIATION 


Mr. Avustern. My name is H. T. Austern, of the National Canners 
Association. 

The Cuarrman. I might say all of the witnesses representing the 
National Canners Association will be permitted to complete their 
statements before the committee asks questions. The chairman is sug- 
gesting that in the interest of what he thinks will be a saving of time. 
You have eight witnesses altogether. As the Chair understands it, 
they are all speaking on the same subject and taking the same posi- 
tion, but they are perhaps representing different phases of the sub- 
ject. The Chair thinks, if that is agreeable to the committee, we will 
save some time. 

Mr. Poacr. May I ask how long you will take? This statement 
would seem to be pretty lengthy. 

Mr. Avustern. I shall not read my statement, sir. I should think 
all of us should get done within an hour and forty-five minutes to two 
hours. We very much appreciate that, Mr. Hope, and we think we 
can give the committee an integrated picture in that fashion. 

The National Canners Association, as this committee undoubtedly 
knows, is a nonprofit, trade association, whose 1,000 members in 44 
States pack approximately 80 percent of the entire Nation’s pack of 
canned fruits and vegetables. That membership includes, as you 
know, every type of canner—independent, cooperative, large, medium, 
and small. The association’s work, gentlemen, is described in that 
booklet that we have given you. 

With your permission, I shall not read my statement, but instead 
I will endeavor to summarize the basic industry objections in order 
to leave time for the remainder of these witnesses. I shall also offer 
to the committee some charts on our produc ts. 

The canning industry opposes the enactment of section 401, sub- 
paragraphs (a) and (b), in title IV, on pages 15 and 16 of the com- 
mittee print. Those amendments would subject the canning indus- 
try and the canning of fruits and vegetables to a compulsory—not 
voluntary—control by marketing orders. As you know, in various 
forms that same proposal has been before Congress 10 times since 
1934. It has been rejected by Congress 10 times in those 20 years. 
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There is no need for me to rehearse what has occurred for the com- 
pelling reasons were fully explored in extensive hearings before the 
House and Senate committees before the war in 1934, 1935, 1957, 1939, 
and 1940, and after the war in 1947 and 1948. To save time, Mr. 
Chairman, may I ask that the summary of the historical review of 
this subject in the 1947 hearings—which is quite short—be inserted 
in the record at this point f 

The Cuarrman. Without objection, that wil 
with your prepared statement. 

(The documents referred to are as follows:) 


] ] 
| be inserted, together 


STATEMENT ON BEHALF OF THE NATIONAL CANNERS ASSOCIATION ON TITLE IV oF 
COMMITTEE PRIN1 


My name is H. T. Austern, of the National Canners Association, a nonprofit 
trade association with 1,000 members canning in 44 States and each of the 
Territories. These pack approximately SO percent of the entire national pro 


duction of canned fruits, vegetables, specialties, and fish 
Our membership includes every type of canner: independent, coopera 


ive, 
large, and small 
There are 7 canner witnesses from 7 States who will appear today I have 
been asked to make an introductory statement 
Specifically, the canning industry opposes section 401, subparagraphs i ind 


(b) in title 1V, on pages 15-16 of the committee print. 

These amendments would subject the canning of fruits and vegetables to 
compulsory—not voluntary—control by marketing orders, 

In various forms this same proposal has been before Congress 10 times since 
1984 It has been rejected by Congress 10 times in these 20 vears 

The compelling reasons for rejection are undoubtedly familiar to many mem- 
bers of this committee since the issues were fully explored in extensive hear- 


ings before both the Senate and House Committees on Agriculture five times 


before the war—in 1934, 1935, 1937, 1939, and 1940—and in full postwar hear 
ings in 1947 and 1948. 

To save time, may I ask that the summarized historical review of this sub- 
ject found in the 1947 House hearing be included in this record at this point. 

The fundamental issue before you today can be simply stated: 

Is the production of canned fruits and vegetables throughout 44 States to 
be permitted to continue its own magnificent development—or is it now to be 
subjected to mandatory control by those not engaged in processing, unfamiliar 
with the packing and merchandising of canned foods, and on the basis that 
the canners are to have no voice either in the imposition, or the operation, 
of these controls, but are to be relegated merely to paying for them. 

Over the years Congress has been asked to confer that wide authority upon 
the Secretary of Agriculture and growers. The proposal has been advanced in 
many guises, as overall emergency legislation, as an experimental measure, and 
as a supposed panacea for particular canning crops. 

Experience has abundantly shown that each reason was unfounded. Indeed, 
the proponents now appear candidly to admit that our opposition and the con- 
gressional rejection were soundly based. 

3ut once again the child has been given a new dress. You are told that the new 
proposal is not to control the production and the marketing of canned foods—but 
merely what may be canned. 

Against their will, and even over their own best judgment, canners are to be 
subjected to mandatory orders, that may prescribe what can be packed by each 
canner, in every processing area, at any time, by controlling what he may take 
from each and every grower. 

The old proposal was equivalent to asking authority to control every action of 
a man within his own workroom. This new one, we insist, achieves the same 
effect by cutting off his supply of oxygen. For if you control and regulate the 
raw material for canning, you can economicaily suffocate this industry. 

Thus once again this committee is asked to turn the economic regulation of 
canning over to those not engaged in canning, and to do so even when the canners 
insist that the proposed controls would be unwise, impracticable, and detrimental 
to consumer, canner, and grower alike. 
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Why? No facts are advanced. No need is disclosed. It is merely recited that 
some growers in some areas have expressed interest in getting this authority to 
control canning, to regulate canners against their will, and to assess them for the 
cost of unnecessary control schemes they do not want. 

With your permission, we shall this morning summarize our opposition under 
three headings. 

First, we shall briefly outline the performance of the fruit and vegetable can- 
ning industry during the 20 years in which this proposal has been repeatedly 
urged and constantly rejected by Congress. 

We shall do so in terms of the vastly increased canning production developed in 
so many States, and the resulting great increases in tonnage and return to 
thousands of growers. 

We shall show how this industry—when left free to grow—has increased the 
per capita consumption of canned fruits and vegetables to unprecedented heights, 
even with our constantly increasing population. 

We shall indicate what this has meant in increased prices per ton to growers 
of canning crops, in the development of greater yields per acre, and in enhanced 
grower return. 

Of keen interest to this committee will be the further demonstration that all 
of this has been done even while the relative cost of canned foods to the consumer 
has been kept far below that of any other comparable item in the housewives’ 
market basket. 

Second, we shall analyze title IV of the bill now before you to demonstrate 
that its simplicity is delusive, that it creates a host of legal ambiguities, and 
does not even fit the statutory structure it supposedly amends, and that in realistic 
economic effect it is the same old unsound proposal for mandatory control of 
this industry. 

Lastly, through representative canner witnesses from many States, we shall 
develop in practical operating detail the reasons why this proposal is unsound, 
thoroughly unworkable, shockingly undemocratic, and contrary to the basic con- 
cepts in the overall farm proposals now before you. 

In his message of January 11, 1954, transmitting his agricultural program, 
President Hisenhower recommended the use of marketing agreements for those 
“commodities to which marketing agreements are adapted.’’ We shall demon- 
strate to the committee that the proposal before you deals not with real agree- 
ments, but with mandatory orders, and that these orders are not adaptable to 
canning crops. 

Simply as a preliminary catalog may I, at this point, summarize for the com- 
mittee these key reasons which will be separately amplified by these canners. 

To begin with, we are not dealing with marketing agreements, but with control 
orders imposed where there is no agreement. This amendment authorizes orders 
even where canners may insist that the proposed controls are unwise and 
destructive. 

These orders are to control the canner, not the crop. Orders are necessarily 
directed to people, not to commodities. Canners alone will be subject to these 
orders, and the failure to obey any provision of any order will be punishable 
by forfeiture and criminal penalties. 

To limit what a canner may purchase for processing, to do so by area, by 
size, by grade, and by telling him from whom he may purchase, effectively con- 
trols the canner’s entire operations. 

The advance planning essential to canning, the contracting of acreage, and 
the marketing of what is processed cannot be carried on where control of the 
raw material is thus taken out of the canner’s hands. Our witnesses will tell you 
why further investment, growth, or development of canning cannot be ventured in 
any area under these conditions. 

Particularly will the smaller canners tell you how important volume is to cost, 
and how restriction on the use of raw material can mean the economic death of 
the smaller processor. 

To be effective, controls on canning crops must be established and allocations 
of raw material made on a national basis because the processing of major fruits 
and vegetables and their products is carried on in so many States. 

Mandatory control over the production of staple canned foods cannot be related 
to the existence of controls upon the week-to-week marketing of fresh fruits or 

egetables. The two operations are completely different. In canned foods there 
S year-round marketing and the necessity for detailed preseason planning of 
produc tion 





LONG RANGE FARM PROGRAM 3715 


e 


As our witnesses will show, the curtailment and control of what may be 
purchased for canning must be predicated upon historical production in each 
area and for each canner. The inevitable result is that new canning areas could 
no longer be developed. Overall the competitive position of every canning State, 
every canner, every local area, and ever grower will be frozen. * 

Any order that seeks to control the disposition of any surplus of a perishable 
canning crop is impracticable. Canning crops that cannot be processed cannot 
be carried as surplus. To assess the canner for the costs of what he cannot 
process and market is unconscionable. For a control order to destroy crops 
which the canner is ready and able to preserve—and to carry the risk of market- 
ing—would be criminal waste. 

Mandatory orders, imposed and administered by growers alone, would remove 
from free bargaining every aspect of canning-crop planning and procurement. 
It would shackle the canner and give to one party control over acreage con- 
tracting, the quality and grade of raw material, as well as put inspection and 
grading under the grower control alone. 

The canner, who has the largest investment in the finished product, who alone 
carries all of the risks following packing, who particularly is knowledgeable as 
to canned food merchandising, is to be given no voice in the administration of 
the control program that so vitally can throttle his operations. Administration 
by groups of growers alone is authorized by this proposal. 

These controls by mandatory order are to be imposed without the canner’s 
consent, yet he is to be assessed for the costs of their operation by private 
groups—the large sums exacted are not subject to congressional control or 
appropriation—and these assessments may continue indefinitely wholly apart 
from price levels or production. 

Promotion of canned-food marketing is the canner’s job. To assess him for 
perpetual and costly marketing research programs, imposed and run by others, 
is meaningless. One might just as well turn over to cotton growers the design 
and selling of women’s dresses on the theory that cotton is used in them. 

Finally, to limit the amount of canning crops that can be packed will not 
afford new markets for any grower. Instead, it will work a curtailment of this 
constantly increasing outlet for canning crops. 

The objectives sought by this amendment are plainly to control the price of 
canned foods. There is no disclosed necessity for doing so. Curtailment of raw 
material and of canned food production must be intended to increase price. If 
the consumer refuses to purchase, it will be the canner, and neither the growers 
nor the Government, who will be left with the unsalable product. 

Each of these points cataloged will be developed for the committee by oper- 
ating canners in the practical context of this industry. 

As necessary statistical background, we first present the overall canning in- 
dustry picture and performance. 

In presenting these charts, we ask the committee to view them in several ways. 

On each point in our story, we respectfully suggest that you ask yourself these 
questions : 

Could this splendid job in serving both the growers and the consumers ever 
have been achieved if the mandatory controls of production—that Congress has 
refused to authorize for two decades—had in fact been put into effect over canner 
objection? 

Does not this record abundantly answer all the claims and apprehensions 
advanced by those who have unsuccessfully sought these mandatory controls 
over 20 years? 

Is not this record of the canning industry a persuasive confirmation of the 
observation of Mr. Kline, of the American Farm Bureau Federation that, “in 
the final analysis there is no substitute for markets,’ and that any basic loss 
of the free-price mechanism cannot ever be replaced? 

Is not the achievement of the canning industry which we now disclose—accom- 
plished without its production being controlled by others against its will—abid- 
ing proof of what Mr. Newsom, of the Grange, said 2 weeks ago, that: 

“As each individual is more free to plan, to produce, and to utilize such skill 
as he has and such resources and material as are available, he will be a greater 
individual economically.” 

Most important, gentlemen, ask yourselves whether the canning industry needs 
to be put in a control straitjacket, or to have mandatory orders imposed on 
what each canner may produce and thus may sell. 

These charts will quickly, graphically, and dramatically tell our story. We 
hope that you can put them in the record. 
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The first chart shows the overall astounding increase in the production of 
canned fruits, vegetables, and juices between 1934 and 1953. 

We have picked 1934 for comparison because that was the year that the agita- 
tion began for involuntary Government controls of canned food production— 
supposedly to develop more and better markets for canning crops. 

You will see that canned fruit and vegetable production increased from 160 
million cases in 1934 to 547 million in 1953. Our production in 1953 was 340 
percent of 1934. 

At the same time you will see that the population of the United States in 1953 
had increased to only 127 percent of what it was in 193 

In the attached detailed figures, you will also observe that between 1934 and 
1940 canned fruit and vegetable production almost doubled. Had controls held 
down this production, we know that the canning industry could not have met the 
demands made upon it by the armed services during the war. You can also see 
that we have had a continued increase since 1946. 

The next chart shows the increase in per capita consumption of canned fruits, 
vegetables, and juices. The number of pounds per capita of these products 
annually consumed in the United States has more than doubled—it has gone 
from little over 42 pounds to about 10414 pounds per capita. 

Next we have five maps which illustrate the grower side of this development. 
They show the vast increase in tonnage of canning crops which have gone into 
this increased production. 

Equally important, they show the striking fashion in which States that 20 years 
ago had either little or no production today enjoy vast tonnages of canning crops. 

These maps inescapably reveal that any control of canning crops for process- 
ing—necessarily based on historical patterns—would have forestalled this tre- 
mendous development. 

You will notice that attached to each copy of these charts and maps as reduced 
for your use, we have included the statistical data on which it rests. 

The first map shows the story on peas. Each dot represents 1,000 tons for 
processing. The blue ones show the production in 1934. The red ones the 
increase by 1953. 

Please note the striking increases in the Midwest. In 1953 pea tonnage for 
processing in Illinois was almost 1,400 percent of what it was in 19384. There 
were vast increases in Minnesota and Pennsylvania. 

Most dramatic has been the increase in the Pacific Northwest to which our 
canner witnesses will refer in full. 

The next map shows the same story for snap beans. Here we have a phenomi- 
nal inerease in the tonnage of snap beans for processing—in very many areas. 

In Florida the production of snap beans for processing in 1953 was 10,000 
percent of the 1934 production. 

Texas, Oregon, New York, and Pennsylvania likewise show a 10, 12, and 
fourfold increase. The Midwestern States of Wisconsin and Michigan likewise 
show great increases. 

The next map shows the same story for sweetcorn. 

Here there has been a dramatic increase in the Midatlantic States, in the 
Midwest, and once again in the Pacific Northwest. 

The next map shows the story for canned tomatoes. Here you will observe 
vast increases in Florida, Pennsylvania, New Jersey, and Ohio—in Michigan, 
Lilinois, and Utah—and the amazing story in California, which will be detailed 
by one of our witnesses. 

The last map shows the similar increase and distribution by States for 
asparagus. The particular story on asparagus will be told by another witness. 

All of these maps make it abundantly clear that any attempt to control canning 
crops would have to be on a national basis. Canned products from every pro- 
ducing area meet competitively on grocery store shelves. Moreover, as our 
witnesses will indicate, there is very great competition among different canned 
foods. Curtailment of production in any one State would not be meaningful. 
It would simply shift production to other areas. 

The economic consequences, the dislocations for canners and growers, the loss 
of investment, and other resulting maladjustments will be detailed by our canner 
witnesses, 

The next two charts show the dramatic increase in the production of fruits for 
canning 

In the first we have set forth the comparison of production for canning in 
equivalent units between 1934 and 1952 of apples, cherries, plums, and prunes. 

rhe next chart shows the same story for apricots, peaches, and pears, together 
with ap re of the total noncitrus fruit production for canning. 
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The production for canning in 1952 was 215 percent of what it had been in 
1934—highlighted by the doubling of the pear tonnage and the almost trebling 
of the peach tonnage. 

Figures on the comparative increase of fruits for freezing are not available 
for 1934 in all cases. But the trend again has been vast increases. 

The next chart shows an even more dramatic story on production of citrus 
for processing. This is broken down for oranges, grapefruit, lemons, and limes 

You will observe that the tonnage of oranges used for processing has increased 
almost 7,000 percent above 1954. 

In grapefruit we have had an increase in tonnage of almost 600 percent and 
in lemons and limes almost 300 percent 

Let’s turn from tonnage to return to the grower 


These increases in tonnage have brought large cash returns to the growers 
in these areas for each of these crops. 

or vegetables this is shown by the next chart. Here we have taken 1954 as 
an index and show the increase in price per ton on a comparable basis for the 


four major vegetables for processing. 

but this is not the entire story. For in the case of these four major vegetables, 
the yields per acre grown for processing have increased tremendously with the 
growing mechanization and improved techniques developed by growers and 
canners working together. Our witnesses will fill in this story. 

Statistically, you will see in the accompanying data sheets that the vield per 
acre has virtually trebled for tomatoes for processing, almost doubled for sweet 
corn and peas, and increased 50 percent for snap bean 

The combination of these two factors of increased yield and higher prices per 
ton is reflected in the next chart which shows the return per acre for these four 
vegetables. 

This chart largely speaks for itself. 

The return per acre for tomatoes is 6144 times what it was in 19384. The return 
for snap beans and sweet corn 4385 percent and 486 percent of what it was in 1934, 
and the return per acre for peas 18 more than treble what it was in 1954 

We do not have this same comparison of return per acre for fruits because 
there is no data that would lend itself to the comparison in view of the varying 
age of trees, differences in the pianting distances, and other factors 

We do know that a comparable increase in the return to the grower has 
occurred over the past 20 years for most fruits 

As to some of these fruits our witnesses will give you further specific detail 

One factor in this return on fruits can be demonstrated by the next chart. 
This shows the increased prices per ton for four fruits. 

You will observe that the price per ton of oranges is over 2% times, and that 
for pears, apricots, and peaches there has been a substantial increase. As we 
have already seen, the volumes of all these have tremendously increased. 

The canning industry has developed these vastly increased markets for these 
eanned fruits and vegetables. The return to the grower has increased. 

But none of this would have been possible unless the canning industry had 
made itself so efficient that these products could in turn be sold to consumers 
at prices that are attractive. 

The committee will, therefore, be tremendously interested in our final chart 
which shows that these canned fruits and vegetables have been delivered to 
the consumer at prices far below those of other foods. 

This chart and the accompanying. indexes taken from the Bureau of Labor 
Statistics show that the retail prices of canned fruits and vegetables has been 
kept far below that of all foods and indeed of all commodities. 

Not only has this industry increased its markets, opened up vast new canning 
areas, but it has also over the past 20 years made canned fruits and vegetables 
relatively the cheapest item in the consumers’ market basket. 

It has done all of this within a free economy, and without these mandatory 
marketing controls imposed upon it. 

That’s the background against which the canner witnesses will talk. 

They will talk about marketing orders—as they can be imposed under the 
complicated 1937 act, which this bill will amend. 

Let’s look briefly at that act in the compilation before you. 

Subsection (b) of title IV, on page 15 of the committee print, is only about 
a page long. But it brings into play most of this 28-page pamphlet which has 
all of the provisions relating to the issuance and coverage of these marketing 
orders without canner agreement. 
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We are not talking about marketing agreements. Even though all of this 
pamphlet compilation is called the Agricultural Marketing Agreement Act of 
1937, only one-third of a page—section 8 (b) on page 4—deals with marketing 
agreements. All of the rest of the compilation deals with orders. 

In passing let me make clear that under this law as it stands anyone—any 
group of producers, any group of canners, any group of freezers—can now enter 
into a marketing agreement. 

If this proposal was what it is sometimes said to be—a method of self-help for 
the producers agreeing among themselves—there would be no need for amend- 
ment. Instead, it is a mandatory control scheme that has nothing to do with 
any canner agreement. 

These elaborate control schemes—as plainly indicated by the key, subsec- 
tion (9) on page 10—are to be put into effect even when the canners object. 

The comprehensive scope of all of this complicated legislation—which you are 
asked to apply to the whole canning industry—has been covered in detail in 
previous hearings. 

This morning we can briefly summarize it under two headings: 

First, the extent to which a control order can fully regulate the canner’s 
operations; and 

Second, the way an order is put into effect and operated, that is, who can 
determine to impose it, who has the power to levy private assessments, who 
gets the authority to operate it, and who alone may terminate it. 

Turning first to what can go in an order, this is shown in subsection (6) on 
page 7 and in subsection (7) on page 9 of the pamphlet. 

In subdivision (A), on pages 7 and 8, you will see that an order can first limit 
the total amount of any size, grade, or quality that can be canned. The con- 
trolling area can be fixed by the growers and Secretary despite the talk in 
section (11) on page 12 about regional application. Our witnesses will show 
you why nationwide control would be required for canning co-ops. 

In subparagraph (B), also on page 7, you will see that an order can allocate 
what each canner can buy—or any cooperative canner can take—for canning 
by size, grade, or quality. The allocation covers what each canner can take 
from each grower. 

Under this the order could specify whether mature or immature crops could 
be taken, when they could be harvested and received, whether big units or little 
units could be taken—all of this without regard to whether these allocations 
would fit into the canner’s production program or whether they would yield the 
kind of product that the canner could successfully sell at reasonable prices. 

The allocation could be based on an historical basis or on any other method 
determined to be representative. Each canner and each of his growers could 
have their operations frozen to what they had done in the past 3 years, 5 years, 
or10 years. The effect of this in controlling the canner is obvious. The economic 
consequences will be shown by other witnesses. 

Nor is it difficult to see that if you can by order control where each and every 
ton of raw material may go, you could put into the hands of the control group the 
power to determine what tonnage should go to fresh market, what tonnage should 
go for canning, what tonnage for freezing, and perhaps what tonnage for drying. 
No firmer grip on the operation of the canning industry could be imagined. 

In subparagraphs (D) and (E), on page 8, you will see that the order can fix 
surplus and reserve pools. The order can tell the canner what to hold, what to 
do with it and when, and how to divide any proceeds. 

You will be shocked to see in a moment that the canner can be assessed for the 
cost of what he is not allowed to process. 

Other witnesses will make clear the folly of trying to create a surplus pool or 
reserve pool of a perishable canning crop. 

Turning to subsection (7) on page 9, you will see that in subparagraph (A) an 
order may prohibit anything put into it that is called an unfair method of com- 
petition or an unfair trade practice. That authority is almost limitless. It can 
control waiting time, how to handle crop receipts, the operation of vining sta- 
tions, and other vital aspects of cannery operation. 

We invite your particular attention to the next two provisions. 

Subparagraph (B) on page 9 permits the Secretary to pick the control agency. 
The usual practice is to select a group of growers alone and to give them the 
power. Sometimes there is a handler advisory group, but it is simply permitted 
to report to or through the grower group. 

Obviously, all of this control operation costs money. The money is to come 
out of the canners. On page 18 in subsection 10 (b), you will see that the 
assessments are to be levied on the canners alone. There is no control of these 
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assessments by Congress. Congress neither levies this tax nor appropriates the 
receipts. They are levied and collected solely by this private control agency. 
Indeed, you will see over on page 19 that the control agency can sue the canner 
to collect. 

The budgets for these control schemes come high. Budgets up to $500,000 for 
a single crop are not imaginary. For canning crops these private assessments 
could run into millions of dollars. This provision gives to one group of men 
the power privately to tax others. 

But this is not all: In title 1V of this bill, you are asked to authorize even 
more provisions for these orders. 

Let’s look just at one of them—at the proposed new subparagraph (I) on page 
17 of the committee print. 

Under this an order could contain an elaborate project for marketing research 
and development of canned-food sales. This could run into hundreds of thou- 
sands of dollars for any crop. Again, it is to be collected only from the canners., 
As we shall see, they will have no say as to whether it is wise, or unwise, or 
should be put into effect. 

Turning now to the procedure and penalties and how these comprehensive 
orders come into operation—the key provision is section (9) on page 10 of 
the pamphlet. 

Piease notice that this is frankly titled “Orders Without Marketing Agree- 
ment.” Translated, this means without the consent of any canner. 

The way it works is this: After the control scheme is worked out and even 
if the canners object, then the whole thing goes into effect anyway. The only 
real requirement is that the controls be favored or approved by two-thirds of 
the growers by volume, or two-thirds by number. 

This undemocratic notion of letting one group control the economic vitals 
of another was originally recognized as extreme. Initially, you will recall, 
it required the specific approval of the President, but this was eliminated in 
1947. 

Another point to remember is that when we say “Secretary,” we mean any 
subordinate Department official because there is another statute that permits 
the Secretary to delegate all of this power to any subordinate (Schwellenbach 
Act of April 4, 1940, ch. 75, sec. 2, 54 Stat. 81,5 U.S. C. sec. 516b). 

The net effect is that even though every canner objects, none of them have 
any say as to whether a control order should or should not go into effect. This 
does violence to every democratic principle, both in terms of imposing controls 
and levying assessments. 

In the previus hearings I have spelled out that technically not even a grower 
referendum is required. The Department official might conduct one under 
section (19), on page 15, but he doesn’t have to do so. He can accept the state- 
ment of a producer group as binding both the volume and number of every 
member without further inquiry. 

This means that the bulk of the necessary two-thirds grower favoring could 
be found in simple communications from the officers of a few producer groups. 

Another point is clear. If anyone proposes a control order covering both 
what went for canning and what was shipped fresh, there are a number of 
canning commodities where the fresh handlers, whether independent or co- 
operative, could by volume and number outvote the canners. 

Once the order is in effect, it can continue indefinitely, no matter where the 
price goes. This is provided in subsection 3 of section 2 on page 2. 

Continuance in perpetuity of any marketing order is also clearly authorized 
by this bill in a provision to which I will come in a moment. Only the growers— 
not the canners who are controlled—can ask that an order be terminated. This 
is shown by section (16) on pages 13 and 14 of the pamphlet. 

Lastly, let’s look at the penalties. If a canner violates, he can be made to 
forfeit three times the value of the commodity under paragraph (5) on page 3 

In addition he can be made to pay a penalty of $500 per day as seen in para- 
graph (14) on page 12. There are other penalties in paragraph (h) on page 20. 
To top it off, all of these penalties are cumulative. 

I can’t take the time to go through all of these complicated provisions. But 
what emerges ought to be clear: 

First, this entire statutory edifice is designed to cover both commodities and 
products. You will see this phrase repeated in every subdivision of subsections 
(6) and (7). 

How the attempted separation of the raw material, as a commodity, and the 
finished product will work—how it will follow through the intricate provisions 
of this act—raises a host of questions. 
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Basically, at what point does control cease because the vegetable or fruit is 
no longer a commodity but the finished product? 

I don’t know—and at times I have thought that I was familiar with this 
area if only because I wrote the first control scheme in 1934, have helped draft 
many proposals, and have studied in detail how these controls could operate. 

Second, the seductive simplicity of title IV is wholly delusive. You are being 
asked to enact almost all of these 28 pages of control authority for the entire 


canni indust You are asked to put into effect the widest kind of authority, 
on a basis that is wholly undemocratic, on an industry that has done a splendid 
job in developing markets, and without any real need having been demonstrated 


Third, it shouid be obvious that you are controlling the canning industry 





vhen you pern f control of its operations. In other words, the 
supposed separation be »raw material and the finished goods is illusory 

Finally, the real objective here is to control the markets and the prices of 
the finished canned foods 

This is beautifully shown by the proposed edition of a new subparagraph 4 
to section 6 This is on page 15 of the committee print. 

As the Department : lvsis so candidly states, this is to permit the continua- 
tion of these marketing orders “even though prices are above parity.” 

In testifvin St 1e effect of putting canners under marketing orders, Mr 


Loos, the Solicitor of the Department, was completely forthright. This is shown 
by a brief extract from the hearing before the Senate Agriculture Committee, on 


“Senator ELLENDER. The net effect of this, if it is left in, will be to cause the 
fruit and other things to be canned to be sold high? 
Mr. Loos. Yes, sir; that is the objective, to get a higher price for the producer. 


“Senator ELLENDI And of course it would ultimately mean a higher price 
to the consumer? 

“Mr. Loos. Yes, sir, all of these marketing orders mean a higher price to the 
consumer to get a higher price for the producer.” 

Thus the objective is to raise consumer prices for canned fruits and vegetables 


(of course, this flies in the face of the congressional directive stated in section 2 
of the act—over on page 2 of the pamphlet—that the policy of Congress is “To 
protect the interest of the consumer.” 

On the record we urge that there is certainly no need for this control. Nothing 
could more throughly defeat the interest of the consumers than to raise prices 
and curtail markets. Nothing could more thoroughly defeat the interest of the 
canners and the growers alike than to attempt to put these detailed controls on 
this industry. 

ll of this is apart from our other objections that the whole operation is un- 
democratic and regimentation of the worst sort. 

Just what will be the economic consequences to canners—to growers—and to 
the consumer will now be demonstrated in practical, concrete terms, by our can- 
ner witnesses, 

Since title 1V reads on all of the provisions in this pamphlet, perhaps the com- 
mittee would care to include all of it in these hearings as a point of reference 

May we now present our canner witnesses. 


HISTORICAL Review FRoM HEARINGS OF 1947 


The proposal before the committee is to subject fruits and vegetables for 
canning to compulsory marketing controls. This has been rejected by the Con 
gress seven times: In 1934, 1985, 1937, 1938, 1939, 1940, and 1946. The issues 
were fully explored in the extensive hearings before the House and Senate 
Committees on Agriculture in 1934, 1935, 1937, 1939, and in 1940. 

I will not review all of this history, but I will endeavor to epitomize briefly 
some of it which we believe is necessary for your consideration of this proposal 

We do not believe this committee will hastily adopt a proposal which has been 
rejected seven times, after the fullest consideration, or that you will do so 
without the most careful study. 

The story begins with the original Agricultural Adjustment Act of May 12, 


1933. That was passed, you gentlemen will remember, on the theory that price 
stabilization could be achieved by creating scarcities of farm commodities 
Two methods were provided to raise farm income: The first was to achieve 
reduction in production by leasing farmlands and taking them out of produc 


tion, or to follow other forms of “plowing under” in return for benefit payments 
to the farmers. The second was to use marketing agreements. These agree- 
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ments were to be with processors and others engaged in handling “any” agri- 
cultural commodity or product. 

Supplementary to such marketing agreements was the power to license 
processes. 

I ask the committee to note that the original marketing agreements included 
any agricultural commodity. The committee should also observe that there was 
no independent power to license. This was made clear in the report of this 
committee in 1933 which called licensing only a “supplementary power” to mar- 
keting agreements. 

Mr. ZIMMERMAN. I would like to ask you a question, if you do not mind. You 
said the act of 1933 was predicated upon scarcity of farm commodities. Wasn't 
it to control the surpluses of farm commodities? 

Mr. AUSTERN. I will agree with that, sir. I think if I can develop the history, 
the theory of it will be evolved. 

Mr. ZIMMERMAN. I do not think that word is a proper word. I do not think 
it properly describes the purposes of the act. It was not to create scarcity, it 
was to control surpluses. 

Mr. AusTERN. I will go along on that. I don’t care how you phrase it, the 
intent was to control production. 

Mr. ZIMMERMAN. Sir? 

Mr. AUSTERN. I don’t care how you phrase it, the intent was to control produc- 
tion. 

Mr. ZIMMERMAN. All right, then use the word “production” and to avoid sur- 
pluses. If you know anything about the history of this thing you will know 
that is true. 

Mr. AUSTERN. I lived through it, sir, as I will develop. I referred to the re- 
port of this committee in 1933 which called licensing only a “supplementary 
power” to marketing agreements. Mr. Chairman, I understand the committee 
has a staff and I am going to simply refer to these documents without going into 
them fully. The document is the House Report No. 6, 73d Congress, 1st session. 
H. R. 3835, March 20, 1933. 

In short, controls were achieved either by paying the growers to restrict pro- 
duction, or by agreeing with the processors on marketing control schemes, and the 
licenses were tied to these agreements. 

This was what AAA officials said the act meant in 1933 and 1934, that licenses 
were supplementary to agreements. 

Now, Mr. Chairman, the canning industry did not. oppose the original AAA 
statute, that is, the original Agricultural Adjustment Act. The record to which 
Mr. Ogg referred so often vesterday will disclose that in 1933 the canners volun- 
tarily raised the growers’ prices before anything else happened. 

On marketing controls this industry is speaking from experience and not 
theory. In July 1933, work began on the first marketing agreement for Califor- 
nia cling peaches. I might say that a lawyer in the Department and I wrote it, 
and it was indeed a novel undertaking. The agreement was signed and a license 
was issued on August 17, 1933. I am going to leave a copy with the committee, 
because I think it is more interesting to know what we are talking about than 
to generalize. I don’t think you will want to put it in the record, but you might 
care to look at it. 

The original act left wide open what could be put in a marketing agreement. 
The cling-peach agreement—which became a model in form for all later ones— 
included limitation of total pack, and the purchase of all surplus peaches out of 
a control fund of $540,000 to be paid in by canners. It provided minimum prices 
to growers. It specified maximum and minimum prices for the sale of the fin- 
ished product. It had a price-increase fund. It covered all practices in selling 
the canned product—customer classification, brokerage, terms, labels, grades, 
price guarantees, and so forth. 

There were three control groups: a board of allocation, a control committee, 
a crop-estimating committee. There were two revolving funds. Each proces- 
sor agreed by the contract to pay his share of the expenses. The cost of opera- 
tion alone was over $50,000. 

In the fall of 1933 the canning industry began work on a great many other 
marketing agreements. In December 1933 one was worked out for ripe olives in 
California with minimum prices to growers and minimum prices for the resale 
of the canned olives, for rigid control of the pack, and so forth. 
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Please remember that the licenses were always exactly the same as the agree- 
ments and that the AAA specified in the agreements themselves that the canners 
ask for licensing. 

Starting with the convention in January 1934, the canners, in cooperation with 
the AAA (labored long and earnestly in an effort to formulate marketing agree- 
ments embodying control schemes for the principal canning commodities, such 
as peas, corn; tomatoes, and fruits. 

Proposed marketing agreements included elaborate provisions for curtailment 
and allocation of production, restriction of acreage, minimum prices to growers, 
and the like. The problems which arose and the reasons why these proposals 
eventually were concluded to be impractical and unwise will be considered later. 
Suffice it to say here that every one of these proposals went to a hearing. 
Finally, the AAA itself publicly stated that there was not sufficient basis to put 
them into effect. Only the cling peach and the olive agreements, limited to 
California alone, were renewed for 1934. 

The full story of this 1934 effort and the announcements of the AAA were 
presented to this committee and are set forth in the hearings of 1989 on H. R. 
6208 

Parenthetically, it might be observed that it was a good thing that these 
marketing agreements were abandoned because, if they had not been, the drought 
of 1934 would have resulted in serious shortages of these vegetables. This is 
because any control scheme for canning must be determined in advance of the 
season, and the variations in yield per acre are so great that no one was then, 
and no one is today, wise enough to work out a control scheme covering many 
States. 

To return to the history, in the middle of 1934, the AAA ran into difficulty on 
some of its milk agreements in the Boston area. The agreements were termi- 
nated, but the AAA insisted that its licensing power was independent of any 
agreements and wanted the licenses to continue. 

In May 1934 the AAA offered to Congress what it termed “clarifying amend- 
ments.” These completely changed the whole scheme. They proposed, instead 
of a marketing-agreement system, a system of industrywide compulsory licensing. 
These licenses would have permitted the Secretary of Agriculture to establish 
production quotas, to regulate the amount which any processor might purchase 
from any individual farmer, to regulate the size of the packs, to fix grower 
prices, to fix resale prices—in short, to control the production, sale, and distribu 
tion of these canned products right through to the retail level. 

In 1934, for the first time, it was proposed that those who were subject to 
compulsory licensing could be required by the license to pay the cost of the 
control schemes They would have to pay what the Secretary assessed and 
pay it to a private agency appointed by him to administer the control scheme 
in the license. 

Since these 1934 proposals were said to be mere clarifications, the Senate com- 
mittee first reported the bill, but then withdrew it because of the hundreds of 
protests. Full hearings were held and are reported and available. 

The hearings on 8. 3226 were from May 8 to 11, 1934, 73d Congress, 2d session. 

After full exploration of this proposal to permit compulsory production con- 
trols in this fashion by license, the bill failed of passage in the 73d Congress. 
In the next year, 1935, the proposal was revived. 

In its 1935 proposal, in January, AAA went whole hog. It asked for full 
licensing power over all commodities, with no limitation on what could be con- 
trolled by license. 

The first issue—licensing without agreement—came out into the open. AAA 
asked for this power in the name of a grave emergency. It answered the charge 
that it should not be given a blank check by relying on the emergency idea. 

In reply to questioning by Mr. Hope in 1935, Mr. Chester Davis made it clear 
that the objective was to limit production and to control what a grower could sell 
and a processor could pack and ship. 

That was in the 1935 hearings on H. R. 5585, 74th Congress, 1st session, pages 
82 and 33. 

Next it was made clear, in 1935, that processors who were to be licensed were 
to have no voice. Licenses would be imposed, with any and all controls of pro- 
duction, sales, prices, impounding of surplus, etc., of canned foods, when the 
Secretary determined it would be a good thing. No one had any say except on 
quotas that two-thirds of the growers had to favor or approve. 

Violation was made a criminal offense. 

Full hearings were held before this committee in February 1935 and before 
the Senate committee in March 1935. 
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The whole proposal, however, was knocked into a cocked hat by the NRA 
decision in May 1935. After that case the licensing scheme was reworked into 
its modern form. Licenses were dropped and the more candid idea of an order 
was evolved. 

I might say also that it was at that time, Mr. Poage, that they wrote in the 
definition between intrastate and interstate to which you referred. In the 
cling-peach agreement we used the phrase, that “intrastate and interstate were 
inextricably intermingled.” It applied only to processors who were called 
handlers, along with other shippers. For constitutional reasons they wrote 
into the 1935 proposal certain standards as to what should go into an order. 
It was no longer left wide open. 

These were the standards as to what should go into an order which were 
included in the 1935 proposal. Orders could control: 

Limitaton of production (by limiting what cou!d be shipped in interstate 
commerce ) ; 

Allocation of what any canner could buy from any grower; 

Allocation of shipments (what any canner could ship to any market) ; 

Control of surplus—by surplus pools, sale, distribution of returns; 

Prices to growers by grade, quality, size; 

Prices of finished goods; 

Fair-trade practices—controlling all in chain of distribution. 

All of these provisions could be included in a license, even if the processors 
thought it was unwise or impractical, could be imposed on them by an order 
if the Secretary determined it was wise to do, and if he determined that 50 
percent of the producers approved or favored it. 

This committee, you will remember, Mr. Chairman, in 1935, after their fullest 
consideration of the proposal, decided to do two things: First, to limit commodi- 
ties on which orders could be issued. It was not left wide open, but the com- 
modities were specified. Second, it was decided to exclude fruits and vegetables 
for canning, except olives and asparagus on which a real marketing agreement 
then seemed possible. 

The Senate, in 1935, followed suit. 

After the Butler decision of the Supreme Court on January 6, 1936, held that 
processing taxes and benefit payments were unconstitutional, the Congress first 
took care of windfall taxes and then worked out a substitute soil-conservation 
program. 

In 1937 the marketing agreement provisions and the order provisions of the 
AAA Act were reenacted to cover any constitutional loopholes. 

This committee again in 1937 rejected the proposal to cover canning crops 
by order. On the floor Mr. Jones, then chairman, and Mr. Hope, then ranking 
Republican member, both opposed this proposal. Mr. Hope said at the time: 

“I believe it would be very unfortunate if this amendment should be adopted. 
* * * 

“Two years ago when the committee and the House considered the AAA amend- 
ments, the question of including fruits and vegetables for canning was gone 
into very thoroughly, and at that time the committee voted not to include them 
except as to 1 or 2 exceptions which are now contained in the act. At 
that time the House concurred in the view which the committee took of the 
matter.” 

Mr. Hope continued : 

“Under this bill that we are passing now without any discussion, I may say 
we are giving to the Secretary of Agriculture great and far-reaching powers; and 
it seems to me that it would be very improper for the House at such a time to 
extend those powers to matters which are so controversial without more thor- 
ough discussion than we can possibly give the question at this time * * *.” 

On the Senate side, in 1937, Senator Bone proposed a bill to include canning 
fruits and vegetables, and without hearings it was added by the Senate com- 
mittee, but eliminated on the floor after debate. 

This 1987 act did say the Secretary, on the commodities included, could, or 
might take a producer referendum. He did not have to, but he could find that 
producers favored or approved an order on the processors in any other way. 
Keep this in mind when we come to analyze the bill before you. 

Again in 1938 a bill was introduced to extend these orders to any agricul- 
tural commodity or product. But neither the House nor Senate Agricultural 
Committees did anything with them. 

In 1939 again what was now miscalled the Agricultural Marketing Agreement 
Act was up for amendment. Most of the 1939 bill had to do with milk—a real 
producer referendum on milk orders, reserve pools, and so forth. There was 
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great amplification on milk alone, as you remember, Mr. Flannagan. Once again, 
in this 1939 bll, it was proposed to have compulsory orders cover “any agricul- 
tural commodity or product” except apples. 

By now the emergency was officially over, so this was asked for as experi- 
mental legislation. Again this committee held full hearings in June 1939, and 
went into the issues thoroughly. 

That was on H. R. 6208, the 76th Congress. 

The canning industry produced a full group of witnesses. The statistical 
data showed continued lack of need. It reviewed the reasons for our opposition. 
Moreover, the record developed considerable grassroot-grower opposition to the 
proposal. The committee might well examine these hearings again. In them is 
reviewed the whole story from 1933 to 1939. The 1939 bill died in committee. 

In 1940 the scene shifted to the Senate side. Virtually the 1939 House bill 
was introduced. Most of it had to do with milk. But again the proposal to 
have orders cover “any agricultural or horticultural commodity. or regional or 
market classification of any such commodity or product.” Again there were 
about a week of hearings. That was on 8. 3426, the 76th Congress, 3d session. 
Again all canning crops were discussed at great length, reasons examined, and 
all questions canvessed. The Senate committee again rejected this proposal. 

During the war years, with the military and civilian demand for canned 
foods at its height, no one again brought forth proposals to control production, 
allocate acreage, control shipments, and everything else by compulsory order. 

The war years made it clear that if any of the original control proposals— 
which had been considered impracticable—had been put into effect, there never 
could have been the splendid production record which the growers and canners 
turned in for military and civilian use. 

Yet in May 1946 the whole idea was revived. No longer was there any talk 
of emergency legislation. Control were to be expanded, and the new proposition 
was that orders were necessary to control the grading and inspection of agri- 
cultural commodities and products. But none of the old powers for control 
of production and marketing were dropped. 

Most of the bill again had to do with milk and the grading of agricultural 
products, 

Since minimum quanity grades for canned products were already covered by 
the Food and Drug Act—and many fruits and vegetables had been standardized— 
these proposals, in 1946, seemed wholly inapplicable to canned fruits and vege- 
tables. Moreover, a new provision permitting an order to require inspection of 
any product seemed inapplicable. Obviously, cannery inspection would require 
a host of inspectors whose duties and salaries would be covered only by the 
order, but, nevertheless, the cost would have to be borne by the processors who 
would have no choice in determining whether the order was necessary or prac- 
ticable. 

The CHATRMAN. Mr. Austern, you referred to the fact that this committee re- 
jected the section in the bill to which you called attention. I believe you are 
mistaken in that statement. The bill was reported to the House. The bill that 
was reported to the House was exactly the same bill as the one we have before us 
now, 

Mr. AusTERN. Precisely, sir. I said as presented to the House, because when 
the bill was presented to the House, I believe the Congressional Record will show 
that Mr. Flannagan, then chairman, on behalf of the committee, made these 
changes. 

The CHAIRMAN. The bill was reported to the House. I want to be sure the 
record states that distinction correctly. The bill, as reported to the House by 
the committee, was the identical bill we have before us now. 

Mr. AUSTERN. Yes, sir. 

The CHAIRMAN. But before the bill came up in the House by unanimous con- 
sent, it was agreed that amendments would be offered eliminating the con- 
troversial features. That is correct is it not? 

Mr. AusTeRN. That is precisely correct. I don’t know what the background 
was, but that is exactly what was done. 

The CHAIRMAN. I want it to be perfectly clear that the bill that we have 
before us now was the bill reported by the committee. 

Mr. AuSsTERN. That is correct, sir. 

Once again, as referred to this committee, this 1946 bill provided that order 
eould be applied to any “agricultural commodities or the products of such com- 
modities or to any regional market classification thereof.” 
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Apparently the idea of subjecting processors to broad control orders, where 
there was no necessity for them, had to be dressed up. Accordingly, last year’s 
bill, as does section 4 of H. R. 452, provided for a double determination by the 
Secretary. The first determination would be that new commodities should be 
added. This determination was, by the way, to be by a real referendum which 
would require only a majority of the producers. The processors, that is the 
canners, were to have no say whatever on this question as to putting additional 
commodities under this act. 

Once a majority of any group of producers selected by the Secretary asked 
for a commodity to be included, then the rest of the act would automatically 
become applicable. 

Once again, in presenting this bill to the House, this committee rejected this 
section and simply added almonds to the list of commodities which might be 
subject to order. 

That is in the Congressional Record of July 27, 1946, pages 10482 to 104383. 

When the bill came before the Senate Committee on Agriculture it made similar 
changes. That isin the House Report No. 1915, July 31, 1946. 

Thus a proposal rejected seven times by the Congress is once again before you. 

This bill, H. R. 452, is identical with the bill which was introduced and rejected 
last vear. To understand what it does, one must remember that it merely amends 
a very intricate piece of legislation, the history of which I have briefly set forth. 

We have no concern with the first part of section 3 which deals solely with milk. 
We are vitally concerned with the remainder of the bill. 

Let us look at what this legislation does. First, I want to make it clear that 
nothing in this bill, or in our discussion of it, has anything to do with marketing 
agreements. If you will look at page 3 of the compilation you will see that 
section 8 (b) now permits marketing agreements with processors, producers, 
or anyone else engaged in handling “any agricultural commodity or product.” 

In other words, the law now provides for honest-to-goodness marketing agree- 
ments with canners or with any other processors or handlers. 

We are concerned with “orders.” This means control schemes which the 
canners may deem impracticable, unwise, or downright destructive, but which 
are nevertheless to be imposed on them, and on them alone, without their consent. 

Please note that while marketing agreements may be made with either pro- 
ducers or processors under 8 (b), these orders are imposed only on processors or 
other handlers, under 8 (c) (1). Indeed, the producers objected so strongly in 
1935 to being licensed directly, that a specific amendment, now in section 8 (¢c) 
(18) on page 10 prohibits any order running against any producer in his capacity 
as a producer. 

This, of course, is an illusion because, as I shall show, any order directing 
the canner how much he shall buy and from whom he may buy, necessarily affects 
the producer, and if this were clearly understood I venture to suggest that most 
of the farmers growing canning crops would be here today violently objecting. 

The next question is how and when may an order be issued. The impression 
was inadvertently left at the last hearing that some type of processor agreement 
was necessary. This is wholly incorrect. Let us follow it in the act, in these 
provisions which are not in the bill before you. 

On page 8 in subsection (8) you will see that it first says that no order shall 
be issued unless 50 percent of the processors, called handlers, by volume of pro- 
duction have signed a marketing agreement. In California it has to be 80 percent. 

But if you drop down to subsection (9) you will see that even where no canners 
sign the marketing agreement, there may still be a compulsory control scheme 
under an order. 

Notice how peculiarly this is phrased. ‘Notwithstanding the refusal or failure” 
of more than 50 percent of the volume to sign up, then the Secretary can go 
forward. This is the same as saying that the order may be imposed if no one 
agrees. 

What are the requirements if the Secretary wants to impose an order? First, 
that there must have been a marketing agreement proposed. As we shall see, 
anyone can propose a marketing agreement. 

Any small group, any pressure group, can bring one forward. 

The next requirement is that there must have been a hearing on the marketing 
agreement. This is no impediment. I can tell you that every one of the fool- 
hardy proposals for nationwide allocation of acreage made in 1934, which was 
rejected by the canners and the Department alike, was the subject of a hearing. 

The next requirement is that the Secretary decide that a refusal of the 
processors to sign an agreement, even if they think it unwise or impracticable, 
tends to prevent the effectuation of the declared policy. 








3726 LONG RANGE FARM PROGRAM 


We will look at the declared policy in a moment. 

Finally, there is his determination that two-thirds of the producers either 
by number or volume approved or favored the issuance of the order. 

Except in California where the favoring or approval has to be by three-fourths. 

Let us look for a moment at this supposed safeguard of producer approval 
as it actually reads in the act. The determination does not have to be a ref- 
erendum. Mr. Ogg kept talking about a grower referendum. But this does 
not require them to do so. Subsection (19), page 13, says he may, but he does 
not have to. He can make his determination on letters, telegrams, or perhaps 
even on the basis of what is said at this hearing. 

The Secretary can pick his own election district. He is supposed to pick 
the smallest one possible, but you will remember that Mr. Smith in talking 
about wool, quickly agreed that it would have to be nationwide. No one can 
deny that on most fruits and vegetables control must be nationwide. Yet sub- 
section 11, at the bottom of page 9, leaves it wide open for the Secretary to pick 
his own election district. 

Next, he can determine who may vote since he can pick the representative 
period, the historical period on which production controls are to be based. 

In short, even if one wanted to adopt the unfair principle that a group 
of producers should have the right to determine when another group with whom 
they do business should be subjected to a control scheme, it should be apparent 
that subsection (9) is really wide open. 

In this same connection, it is interesting to observe that in the bill before 
you, on the question of whether a commodity should be included within the act, 
an honest-to-goodness referendum is to be required. 

But as for the processors, on whom the control scheme is to work, they 
have no voice. Their approval or favoring any order regulating them is not 
to be considered. 

We think this whole concept is undemocratic. As you will see, there is no 
emergency. As pointed out in the previous session, there was no more reason 
for permitting the Secretary to determine that growers of canning crops favor 
or approve the imposition of control schemes on canners than there would be 
for permitting him to determine that cottongrowers think he should control 
the spinning and weaving of cotton in all cotton mills or for the wool raisers 
to approve or favor control schemes limiting the production of woolen goods. 
Other witnesses will make it perfectly clear that in the finished canned product 
the canner has the major investment, runs all the risks of marketing, and has 
the greatest stake in the operation. 

What may an order contain? Section 2 of the bill before you rewrites some, 
but not all, of these provisions. Please look at pages 6 and 7 of the statutory 
compilation. Section 2 of the bill does not change subsection 6 down from (E). 
Look at page 2 of the bill. 

Under this, the imposed order may do the following: 

(A) Limit the total amount which any canner may pack of any grade, size, 
or quality of any canned fruit or vegetable. This is phrased in terms of per- 
missible shipment in interstate commerce. But if you cannot sell and ship, 
you cannot pack. 

This means that the order can specify that the canner may pack only large 
cans or small cans, or standard choice or fancy, or any other limitation. Although 
Mr. Ogg stated there can be no control of production, these provisions can speak 
for themselves. 

That isin (A) on lines 14 through 22 of the bill. 

Let us look at paragraph (B). An order may limit the amount of any grade, 
size, or quality of raw material which any canner may purchase from each and 
every grower. As lu. Pace pointed out yesterday, this can be based on a prior 
representative pericd. As you will see in a moment, this is simply a way of 
saying that what the canner may buy from a grower can be limited by limiting 
the acreage on a historical basis. What the historical basis may be, 2 years, 
5 years, or 10 years, is left to the Secretary to determine as representative. 

The committee is asked to look next at subsection (C), page 3, you will note 
that an order may control or allot the amount of the pack of any canner that 
“an be shipped to any market. This is perhaps the milk-shed idea. But it 
means—and no one can deny that it means—that an order can tell a canner how 
many cases of each grade, size, or quality he may ship to New York, Chicago, 
Milwaukee, or Wichita. I will leave it for following witnesses to tell you how 
impracticable this is in the canning industry. 
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Next, if you will look at (D) on page 4, lines 3 to 8, you will see that an order 
also can control surplus. In other words, the order can determine that any part 
of the canner’s pack over the amount he is allowed by (C) to send to a particular 
market, is to be declared surplus. Moreover, the control—note the word 
“control”’—and disposition of such surplus is also subject to the order. 

Coming to (E), on line 9, page 4, you will see that this surplus of canned 
foods—in which the canner has the major investment—can be put by the order 
into a reserve pool, somewhat like the old Farm Board idea, and this pool can 
either be carried from year to year or disposed of as the order directs. 

Subdivision (F) on lines 14 to 16, page 4, is new in this bill. It would permit 
the creation of a wide system of cannery inspection and inspectors. This is 
tied to the addition to the policy statement, which is set forth on page 1 beginning 
on line 9. The effect of this policy addition is not apparent on the face of this 
bill. Some of it was made clear, but not all of it. It makes possible the 
imposition of an order even though parity prices are maintained for a commodity. 
As you will see, parity or better exists for practically every canning commodity. 
Likewise permits an order even though current prices are satisfactory under 
part 2 of the policy declaration on page 2 of this compilation. There is no 
court review of this administrative determination. 

This new subdivision (3) on page 1 suthorizes the Secretary to establish 
minimum standards of quality and grading and inspection requirements for all 
agricultural commodities, and to put them in an order. 

Of course, there are already statutory provisions for minimum standards of 
quality in the Food and Drug Act in section 401. You of course know that this 
Food and Drug legislation provides for public hearings and careful court review. 
It might also be mentioned that we have spent many years with the Food and 
Drug authorities working out minimum standards of quality for many canned 
products. 

It may be suggested that this provision will not be used for canned products. 
If so, why include us? 

As for inspection, this issue of factory inspection of canneries was considered 
and rejected by Congress under the Food and Drug Act except that there was 
provided full authority for a permit system for sanitary reasons. 

This matter of compulsory grading and inspection leads naturally to the 
question of who pays for all of this and to subsection (ii) on page 6. This amends 
section 10 (b) (2) on page 14 of the compiled statutory text. Each order may 
tax the processor—who has no voice in its imposition—for his pro rata share 
of such expenses as the Secretary “may find are reasonable and likely to be 
incurred.” 

If you will look at page 15 of the existing law you will see what the present 
law reads—‘will necessarily be incurred.” In other words, this bill broadens 
this private taxing provision. 

It must be clear that the assessments are not to be paid to the Treasury but 
are to be paid to this private authority or agency established by the order. Con- 
gress has no control over the amount, collection, or spending of these funds. You 
will see from page 8 of the bill that the private agency is permitted to sue in any 
United States court to collect this money. In other words, the people subject to 
the order are made to pay for the cost of it. 

Those of the committee who were privileged to attend the former Congressional 
hearings undoubtedly know that these control schemes cost money. The budget 
for the Cling Peach Agreement was $50,000 for administration. The one revolv- 
ing fund involved $545,000. This was without the proposed inspection and 
grading provisions. 

What these would run into, how many people could be employed by this 
private agency outside any Federal budget control or any control by Congress, I 
hesitate to say. 

Lastly, let us not forget subsection 7 of the existing law which is not mentioned 
in this bill. This is on page 7 of the compilation. This provides, in (C), for 
the Secretary to set up the control agency under the order. 

It also permits him, in (A), to include in the order prohibitions against unfair 
methods of competition. This same authority when it was granted to the Federal 
Trade Commission can be exercised only after a quasi judicial proceeding. 
Under this the Secretary can call something an unfair method of competition and 
make it a criminal offense without adjudication. 

Subdivision (B) under section (7) permits an order to require sales only at 
filed prices. I leave it to the operating men to tell you how inapplicable this 
would be to the year-round marketing of canned products. 
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Lastly, if you will look at section 14, on page 10 of the compilation, you will 
see that violation of an order is a criminal offense—with a penalty of $50 to 
$500 per day. The exemption in the proviso ends when the Secretary decides his 
own order is valid. Thereafter the penalty per day runs for each day. 

rhis in effect make the petition and review provisions beyond the reach of the 
small canner. He cannot run any such penalty risk even with the best of 
legal advice 

I would like to suggest that the court review provisions are largely illusory. 
The determination of what will “effectuate the policy of the act,” the determi- 
nation of what are “representative periods’—none of these questions are 
reviewable 

As far as constitutionality is concerned, I want to say just this: The mar- 
keting order provisions were held constitutional in 1939 in the Rock Royal case 
to which Mr. Poage referred. I think the committee ought to note at least in 
holding that part of the existing law constitutional the Supreme Court of the 
United States relied upon and mentioned the fact that the order authority in 
the act was not wide open, but that Congress had limited the commodities to 
which the orders might apply. The Court said in its opinion: 

“The Secretary is not permitted freedom of choice as to the commodities which 
he may attempt to aid by an order. The act authorizes a marketing agreement 
and order to be issued for such production or marketing regions or areas as are 
practicable. A city milkshed seems homogeneous. This standard of practicality 
is a limit on the power to issue orders. It determines when an order may be 
promulgated.” 

I mentioned, Mr. Chairman, that no one had demonstrated any need or offered 
any new reasons to support this seven times rejected proposal. 

Mr. Ausrern. We have furnished each member of this committee 
with a folder that contains two key sets of items. First, gentlemen, 
you have before you reproduc tions of these various charts that are 
to be presented. Those charts will demonstrate why this requested 
authority for orders to control canners over the objection of the can- 
ners is unnecessary, and why these control orders are simply not 
adaptable to the canning industry. 

The second folder item the committee may be particularly interested 
in is the 28-page compilation of the 1937 act, because the proposed 
amendment in this committee print applies that complicated statute 
to the canning industry. Only by examining what the authority to 
control canners, that you are ‘asked to confer on those not engaged 
in canning, really is, will we be able to demonstrate to you the dis- 
astrous effect of that pr oposal. 

With your permission let us get directly to our charts. Attached 
to each of the charts in your fol« der is the statistical data on which it 
is based. The very first thing this committee asked witnesses this 
morning was about consumption and production. Our first chart 
shows the overall astounding increase in the production of canned 
fruits, vegetables, and juices between 1934 and 1953. 
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We picked 1934 because that seemed to be the best basis of com- 
parison since it was in that year that the agitation first began for 
involuntary Government controls of canned fruit production, sup- 
posedly to develop more and better markets for canning crops. 

You will see that canned fruit and vegetable production increased 
from 160 million cases in 1934 to 547 million in 1953. That chart, 
gentlemen, dramatically presents the fundamental issue before this 
committee. Is the production of canned fruits and vegetables 
throughout 44 States to be permitted to continue its own magnificent 
development, or is it now to be subjected to mandatory control by 
those not engaged in processing, by those unfamiliar w ith the pac king 
and merchandising of canned foods, and on the basis that the canners 
are to have no real voice, either in the imposition or the operations of 
these controls, but merely relegated to paying for them ? 

This committee will remember that over the years Congress has been 
repeatedly urged to confer that authority on the Secretary and groups 
of growers. The proposal you will very well remember has indeed 
been advanced in many guises—as overall “emergency” legislation 
back in the thirties, as an “experimental” measure in the forties, and 
sometimes as a supposed panacea for particular canning crops. 

The theory was—and it still is—that markets for canning crops 
could be developed and stabilized by controlling the canner by order. 
This first chart shows the overall marketing job that the canning 
industry has done when it was left free to develop. Production in 
1954, you will see, is 340 percent of what it was in 1934, even though 
the country’s population in that period has increased only 127 percent. 

If the committee please, note particularly that between 1934 and 
1940, product ion. in the absence ot any controls. : ilmost doubled. Had 
that production been held down by mandatory order, we know that 
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the canning industry could not have met the requirements of the 
armed services during the war. 
Our next chart—and you have a duplicate of each of these—shows 


the increase in per capita consumption of canned fruits, vegetables, 
and juices. The committee was much interested in that this morning 
other commodities. There is our story. The number of pounds 


per capita of these products annually consumed in the United States 
has more than doubled. It has gone from a little over 42 pounds per 
apita to 10414 pounds per c: apita. 
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Next, if the committee please, we have five maps which will graphi- 
cally and quickly and dramatically illustrate to you the grower’s side 
of what we have been able todo. They will show you the vast increase 
in tonnage of canning crops that has gone into this increased produc- 
tion, and equally important we think, they will show you the striking 
fashion in which many States that 20 years ago had little or no can- 
ning production today enjoy vast acreages. 

These maps, we think, will inescapably reveal to you that any limita- 
tion of crops for canning would have forestalled our development and 
would have to be on a national basis. 

Our first map shows the story on peas. Each one of those dots and 
crosses is 1,000 tons. The crosses show you the production in 1934. 
The dots, the increase by 1953. Please note that striking increase in 
the case of peas in the Midwest. Look at the vast increase in Minne- 
sota, Wisconsin, Pennsylvania, and most dramatic on peas, look at 


the increase that has come to pass in the Pacific Northwest. 
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Our next map shows you the same story on snap beans for process- 
ing. Here we have had a phenomenal increase in the tonnage of snap 
beans produced for processing in a great many areas. In Florida the 
production of snap beans for processing in 1953 was 10,000 percent of 
what it had been in 1934. Texas, Oregon, New York, and Pennsyl- 
vania likewise showed tenfold, twelvefold, and fourfold increases. 
Those Midwestern States of Wisconsin and Michigan on snap beans 
likewise showed great increases. 
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Over the 20 years, gentlemen, shown in these first of our 2 maps, 
you have been repe: atedly asked to grant this authority to impose 
controls on the canning industry. Congress has consiste mtly refused 
to do it. We think the experience reflected in these statistics and the 
ones to come in a moment abundantly shows that you were right, and 
indeed the proponents of these orders seem now to admit that our 
continued opposition was soundly based. 

3ut now the control child has been given a new dress. You are 
told—and you will be again—that this new proposal is not to control 
the production and marketing of canned fruits and vegetables, but 
merely what may be canned. Against their will—and even over their 
best judgment—canners are to be subjected to mandatory orders on 
the canning crops—orders that may prescribe what can be packed by 
each canner in every processing area, at any time, by controlling what . 
the canner may take from each and every grower. 

The old proposal, if you will forgive us, we thought was equivalent 
to asking blanket authority to control every action of a man within 
his own cannery; and this new one, we insist with all respect, achieves 
the same effect by cutting off his supply of oxygen. For, if you 
control and regulate the raw material for canning, you can econom- 

cally suffocate the industry 

Had you done so, the devel Jopme nt shown on these maps could never 
have occurred. ‘Those States which only a few years ago had little 
or no canning tonnage, would have been held down to their historical 
position. 

This next map shows the same story on sweet corn. On it, by the 
way, each dot represents 2,000 tons. There has been a dramatic 
increase in the Middle Atlantic States of tonnage for processing of 
corn. You will observe the vast increases in Pennsylvania, New 
Jersey, and Ohio, and the amazing story in the Pacific Northwest. 
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The next map shows the same story on tomatoes for canning. Here, 

if you please, each dot represents 4,000 tons, and once again, the crosses, 

the 1934 acreage; the dots, the increases since that time. You will 

notice on tomatoes the vast increases in Pennsylvania again, New 

Jersey, and Ohio, and the amazing story of acreage of tomatoes for 
canning in the State of California. 


TOMATOES: GROWTH OF PRODUCTION FOR PROCESSING 
1934 TO 1953 





Our last map shows the same story on asparagus, and as a witness 
will demonstrate, Mr. Chairman, dramatically shows what happens 
if you try to control production in one area and do not do it nationally. 
You will notice that some of the dots in California on asparagus have 
now been excised out, and we will explain why in a moment 

Taken together, all of these maps make it abundantly clear that 
any attempt to control these canning crops would have to be on a 
national basis because these canned products from each siediicing 
area met competit ively on the grocery store shelf. ‘There is very great 
competition indeed, as many of you know, among c anned foods them- 
selves, and the curtailment of produc tion in any one State would not 
be meaningful. It would simply shift production somewhere else, as 
we will demonstrate in a moment. 

The economic consequences and the dislocations for canners and 
growers, the loss of investment, and the other resulting maladjust- 
ments will be vividly demonstrated for you by our canner witnesses. 

Our next two charts show the same pattern of development in the 
production of fruits for canning. In the first we have set forth the 
comparison production for canning between 1934 and 1952 as you will 
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ASPARAGUS: GROWTH OF PRODUCTION FOR PROCESSING 
1939 TO 1953 
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see, for apples, cherries, plums, and prunes. The next chart shows 
the same story for apricots, peaches, and pears, and in the last column 
on the right we have given you the total noncitrus fruits for canning. 

That production, gentlemen, you will observe, in 1952 was 215 per- 
cent of what it had been in 1934, highlighted by the doubling of the 
pear tonnage and the almost trebling of the peach tonnage. 
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PRODUCTION OF NON-CITRUS FRUITS FOR CANNING 
1934 AND 1952 
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The next fruit chart—and I regret we could not get it before the 
committee this morning when Mr. Fox was here—shows an even more 
dramatic story of the production of citrus for processing. That is 
broken down by oranges, grapefruit, lemons, and limes. As Mr. 
Fox told you this morning, you will see that the tonnage of oranges 
used for processing has increased about 77 times the 1934 tonnage. 

As a matter of fact, you will observe another point that was made 
here this morning. In the case of oranges, the quantity going for 
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processing is far greater than the total production was 20 years ago. 
In grapefruit we have had an increase in tonnage for processing ot 
almost 700 percent, and once again you will notice the relationship 
between the amount of grapefruit used for processing and the total 
producti n at the time this concept of controlling canners was first 
advanced. In lemons, there has been almost a 1JU0-perecent increase. 

With all deference, gentlemen, we submit that this record of in- 

reased production of both canned vegetables and canned fruits abun- 

dantly inswers all of the claims and the apprehensions advanced by 
those who have tried for so many years to get these mandatory con 
trols over canning. 

Mr. Cootry. May I interrupt you right there for Just a moment? 

Mr. Ausrern. Yes, indeed, sir. 

Mr. Coo.ry. I think you have pictured a very interesting array of 
facts with regard to the progress which has been made, but do you 
intend to address yourself specifically as to how your industry will be 
handicapped in the event this control is put into effect ? 

Mr. Ausrern. Yes, indeed. I hope we can do that dramatically, 
Viv idly, and completely. 

Mr. Cootey. We all know right off the bat that you have made great 
progress. What I am interested in knowing is how will this handi- 
cap you ¢ 

Mr. Hoeven. Is there a shortage in any of the vegetables or fruits 
you have referred to here today? Is there a shortage in supply ? 

Mr. Avusrern. Offhand, sir, I do not know of any. I would rather 
have the canners who are going to deal with each of these commodities 
handle that kind of a question. I would like to get these charts in, 
tell you what the control is that you are putting on us, and the canners 
will then tell you how it will handicap us, how it will frustrate us, and 
how we think it would prevent anything like this splendid record. 

Mr. Cootry. When you mention the fact it will have to be on a na 
tionwide basis, I can follow you there. Do you mean by that, that 
if you are voing to control it, it as got to be clear across the Nation? 
You cannot have orders in one section and no orders in another section. 
Is that it? 

Mr. Austern. Precisely, sir. 

Mr. Cootry. Go ahead. I did not want to interrupt you. 

Mr. Austern. May I say in passing we think our production record 
persuasively contirms the observation of Mr. Kline, of the American 
Farm Bureau Federation, when he told you gentlemen—you may 
remember—that in the final analysis there is no substitute for markets. 
You may remember he also said that if there was ever a basic loss of 
the free-price mechanism, you cannot replace it. 

Let us go on from our overall production record to what has been 
the return to the grower. These increases in tonnage on those maps 
and charts have brought large cash returns to the growers of these 
canning crops. Remember the increase in production in volume in 
each of the areas which we have indicated on these maps. 

For the four major vegetables the increase in the first instance in 
price per ton is indicated on this next chart. There we have taken 
1934 as an index of 100, and we show you the increased price per ton 
of each of the four major vegetables. 
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VEGETABLES FOR PROCESSING: INCREASE IN PRICE PER TON 
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Mr. Horven. Why did you take 1934 as a base ¢ 

Mr. AUSTERN. We take that because that is the year 1n which thi 
concept ot having one group of people control another in order to 
develop markets for these things was first advanced L934, by the 
way, is the year nh which those prices per ton on that chart ere rela 


tively good. If we had wanted to. we could have picked another 
vear where they would have been lower, and we \ ould have shown ih 
creater advantage. But, consistently in this comparison, we are using 
L354. 


You will notice on that chart, sir, that the prices per ton have 
increased. Yet that is not the whole story, gentlemen. In the case 
of these vegetables for processing, the 5 ields per acre of what is grown 
for processing have increased tremendously through mechanization 
and improved techniques developed by canners and growers alik 
Our witnesses will fill in that story. 

We have not charted it for every commodity, but. it is in the data 
attached to this chart. You will see when you look at that that the 
yields per acre for these vegetables have trebled for tomatoes, have 
doubled for sweet corn and peas, and have increased about 50 percent 
for snap beans. 

Now, Mr. Chairman, the combination of those two factors of in- 
creased price per ton and increased yield per acre is reflected in this 
next chart, which shows the return per acre on these vegetables grown 
for processing. Please look at them. The return per acre for toma- 
toes, for example, is 614 times what it was in 1934. For snap beans 
and corn it 1s 435 percent and 486 percent. And for peas the return 
per acre is more than treble what it was. 
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RETURN PER ACRE: VEGETABLES FOR PROCESSING 
1934 AND 1953 
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Of course. those are gross returns r acre Of course, the grower’ 
ysts OT p oductior ive increased. I cannot give you the figures on 
par ble basis showl! Yr i nec 1 m per acre her ise we cannot 

ret t em: they are not available. But our witnesses who follow me 
| demonstrate to you on the particular crops in the various areas 
er ‘I for proc ssi] g . di he we ih: as show 1} by their willing- 
{ constantly to increase their contractil or of acre we for can ing, 
Please remember thr ienol that t] s charted return per acre to a 
or} er of a canning crop does not reflect the assistance that the canners 


rive their growers or the fact that it cost less to produce for processing 


an for fresh shipment. Our witnesses will fill you in on those two 


Turning briefly, if you will, Dr. Stier, to fruits, I regret to say— 


Il a ire members of the committee know—that there is no data 
n fruits that lends itself to return per acre on a national basis be- 
cause of the varying distances at which the trees are planted, vary- 
Ing ages of trees, and other factors that relate to these orchard fruit 
‘rons. But we do know, and our witnesses will indicate, the com- 
rabl rease in the return per acre to the grower of these fruits 


for canning that has occurred over the last 20 years. 

Our next chart here does indicate the increase in price per ton 
on four fruits, as an illustration. I will not vo through that in de- 
tail. The oranges are 21% times the price in 1934, and apricots and 
peaches have substantially increased. Please remember the volumes 
ire all up. 

Let us get to something else that the committee expressed major 
interest in this morning. The canning industry developed these 
vastly increased markets. It increased the returns to growers, but 
none of that, of course, as this committee knows, would have been 
at all possible if the canning industry had not made itself so efh- 
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cient that the consumer would buy the product at attractive prices. 
The committee asked this morning repeated|y what effect d es price 
have on consumption. You asked that about other commodities 

We think, therefore, that you will be tremendously interested in 
this finall chart, and the accompanying indices from the Bureau of 
Labor Statistics that show—as you can readily see—that the retail 
pr ‘- of canned frints and vegetables has been held below that of 


ull other foods. Not only have we increased these markets, opened 
up these new canning areas, but also over that 20-year period we 
have made cannes yriced item in the 
ith ha fre e econ- 
omy, without these marketing orders being imposed upon u 
But once again, gentlemen, we recoret, this committee is asked to 
turn the economic regulation of canning over to people vi ho are not 
engaged in canning, even when the canners insist that the proposed 
controls would be unwise, impractical, and detrimental to the can- 
~ ner, the grower and the consumer alike. 

Mr. Coorry. You say you contend that. Will you not tell us why? 
You are talking about the progress that*has been made. I hi ite to 
interrupt you, but you are going over and over the production of 
yield increases and the income increase. Let us get down to what 
the control is going to do to you. 

Mr. Ausrern. One second, sir. May I make only one intervening 
point. We inquire: Why are you as sked to do that? No facts are 
advanced, no need is disclosed to this committee. It has mere ‘ly been 
recited to you that some growers in some areas have expresse «| some 
interest in getting this authority to regulate canning and to regulate 
the canners against their will and assess them for the cost of doing it. 

In my statement, Mr. Cooley, I have cataloged the many reasons 
why the processing industry is united in their opposition to this 


ed fruits and vegetables the lowest 
housewilfe’s market basket, and we have done it all v 


1 
} 
i 
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proposal. | will not read it. In response to youl que sstion, the can- 
ner witnesses will tell you in practical terms the economic effects. 1 


have been asked specifically and as briefly as I can to tell you legally 


what these controls can do, what a control orde1 may contain and 
Why we object to regimentation. 


Once again, as an aid to this committee and because very few people 
ean get the time to read 2S pages of the statute that you are enacting 
in this committee print—we have attempted to put 1t on the chart. 


May we look at it for a minute. and I think youl question will be 
inswered as best. I can, l 


You have that compilation of the 1937 act in that folder. It is 
quite a statutory edifice. It has grown like Topsy. It has been added 
to, amended, and modified hen you in ‘ude ow canning crops, 
sir, you bring into play the principal provisions of this 28-page com- 
pilation. We therefore ask a respectfully to look at what you 


are authorizing for the regimentation of our business. 

I will attempt to follow this chart and tell you what a control order 
can contain. In the first place, gentlemen, we are not talking about 
marketing agreements. Weare talking about control orders that are 
to be imposed where there is no agreement by any canner. There 
cannot be any doubt that those orders are going to control the canner, 
not the crop. Orders read on people, not on commodities. 

In this entire booklet there is only one paragraph on the middle 
of page j1—if you will be cood enough to look at it—that deals with 
marketing agreements. Indeed, as was suggested to the committee 
this morning—and I will repeat it because it is important under this 
law as it stands without amendment, any group of producers, any 
group of processors, any group of freezers, can now this minute enter 
into a marketing agreement. If this proposal really were what it is 
sometimes said to be—a method of helf- help for producers—you 
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would not need any amendment. Instead, it is a mandatory control 
scheme that has nothing to do with any canners’ agreement. 

Apart from this little paragraph on page 4 of this whole thing 
you are asked to put on our backs, apart from that one little para-, 
graph that talks about agreements, the rest of it deals wih orders, 
e we control schemes, that can be put into effect even when every 

‘anner specifically objects. 

Let us oo dow » the chart. In doing that, Mr. ¢ hairman, ind gen 
tlemen, we earnestly ask that in eXumining the unbelievable scope of 
what can go in one of these orders and wl] 


iat is in this law that you 
are putting into effect for us, please do not be misled | by assertions 
that perhaps not all of the powers will probably be exercised, or that 
even though a particular type of control is authorized, it probably will 
not be used 

We are looking at the law that you are asked to enact, and when 


you change these definitions al d apply that statute to canning Crops, 


tis appli able over the objec tion of « very canner, Once the authority 
conterred, it can be exercised. 

Let us look first at the extent to which you can control a canner by 
in order. In these sections you will first see that an order ur limit 
the total amount of any size, orade, or qual t\ that can be « ned in 

ly area. The controll ne area Call be fixed D\ the GLOW E askin 


for the order, or by the secretary. Our witnesses, as I promised 

will readily show you that for any order controlling 

e feasible. it would have to be nationw ide in scope. 
Next under item 2, an order can individually allocate what each 


buy, or any coope}l itive canner can ft ike for canning, by 


sizes, orade, and quality, and the alloc ation covel what eac] mner 
miey take trom each 9TOWeR!I | nder that an ordel could specify 
whether mature or immature crops should be taker for canning, when 


they should be harvested and received, whether bi Y ubits or tittie units 
hould be taken, and all of that without rega rd to whether the alloea 
tion of raw material fitted into the canner’s production program or 
whether they would yield the kind of product that he could success 
fully sell 

That allocation could be made and would be made on a historical 
basis. Both the canner and each of his growers coul { have their opel 


ations frozen to what they had been doing in 2, or 3, or 5, or possibly 10 
vears. ‘I he effect of that in controlling the canner will be obv lous, 


] 


None of these Canning areas could be developed and. ovel ill. the 
competitive position of each ot us, and every orower Wwe deal W ith 
every local area, would be frozen. 

As to point 3. Mr. Chairman, it is not difficult, I suppose, to see that 

f you can by order control where each and every ton of raw material 
is going to go and you put that power into the hands of a control 
agency, you have oiven them the power to determine what tonnage 
i gO to the fresh market, what tonnage should vo to freezing, 
what tonnage should go to drying, and what tonnage should go to 
canning. No firmer grip on the operations of the canning industry 
could be imagined. 

Five, you will see, provides for an order to fix what was referred 
to this morning as a surplus and a reserve pool. The order by its 
authority in this statute could tell the canner what to hold and what 
to do with it and how to divide up any proceeds. You will be shocked 


I 
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to see also that a canner might even be assessed for the cost of what 
he cannot process. 

It would be folly, we think—and our witnesses will demonstrate—to 
attempt to create a surplus or reserve pool of a perishable canning 
crop. But the authority 1s there. 

On the seventh point, running over these rapidly 
Horven. What about point 6/ Is the inspection in addition 
ection required under the provisions of the Food and Drug 


years, sir, at that inspection point, but I took the liberty of simply 
incorporating it in what I have. 
Mr. Horven. What is wrong with inspection 4 


t 
Mr. Ausrern. Yes, sir. I have hammered away for the last 20 


Mr. Ausrern. It is wholly unnecessary. We have it. The Depart- 
ment of Agriculture has grades. We have worked out cooperatively 
with the farmer, methods for determining canning grades. Of course 
there are arguments occasionally, but there is no basic need that has 
been brought to you that the grading system anywhere is bad, that 


you need to control it by a marketing order. 
More than that. all those per ple who buy these commodities inter- 


state are licensed under the Perishable Agricultural Commodities 
Act. 
Mr. Horven. You contend that there is adequate provisions for 


inspection ¢ 


Mr. Ausrern. That is whollv unnecessary. I thought that was so 
abundantly clear I had not ventured to stress it. Thank you, sir, for 


per! itting me to do so. 


But let us look at seven. In the section cited there, you will observe 
that a control order can prohibit what anyone might want to eall an 
unfair method of competit on. Even if that is limited to the raw 
n iterial, Mr. Chairman, t] authority is limitless. It is a whole 
Federal Trade Commission Act in an order. It is really impossible 
to chart its endless scope, but we have given you some e xamples. You 


uld control by order the waiting time, how to handle the crop, the 
operation of a vining station, and any other vital aspect of cannery 
operations. 

Let us go next to the que stion that insisten itly emerges here: Who 
operates we — ese controls? The Secretary picks the control author- 
ity. He can and does pic ‘k growers alone. The practice is to pick a 
group of growers and give them the power. Oc« ‘asionally, i in some of 
the orders they have an advisory group of processors—or as he calls 
them in the order, “handlers,” on the fresh side—and they are per 
mitted to report to or through the grower group. 

Now coming down to point 9, obviously all of this control costs 
money. The money comes out of the controlled canners. The assess- 
ments are to be levied, and there is no doubt about this, on the canners 
alone. As we have repeated endlessly: There is no congressional con- 
trol of those assessments. Congress neither levies the assessment nor 
appropriates the receipts. They are levied and collected and spent 
solely by this private control agency, and indeed the agency can sue 
the canner under a provision in this pamphlet, for the assessment. 

These budgets come high. Budgets up to $500,000 for a single crop 
are not unlikely, and for all canning commodities, if they wanted to 
get the orders fastened on, it could run into millions of dollars. That 
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provision cited there gives one group of men the power to tax another, 
and you cannot escape it. 

But that is not all, and with this, I think I can conclude. You are 
asked in this committee print in title IV to add more provisions for 
the orders. Let us just look at one of them on page 17, if you will— 
subparagraph (i), New authority for an order. What would that 
include? That would permit one of these involuntary control orders 
to establish a project for marketing research and development. It 
might even include advertising. It could run into hundreds of thou- 
sands of dollars for any single canning crop, and once again it is to 
be unilaterally collected from the canners by assessment, and they will 
have nothing to say about the project, whether it is wise or unwise or 
should even be put into effect. 

We may be wrong, but on that record we believe that the promotion 
of canned foods is a job for canners, and to assess the canner for per- 
petual and costly research programs imposed and run by others, we 
think is both arbitrary and meaningless. You gentlemen might just 
as well turn over to the cottongrowers the design and merchandising 
of women’s dresses on the ground that cotton is used in producin 
them. 

The Senate committee, by the way, Mr. Chairman, was greatly sur- 


prised to learn that the cost of these promotion and research schemes 


or 
a 


or 
— 


could be covered by assessments —In this new power you are { ke | to 
include. But that is made perfectly clear by the departmental analysis 
give} to this committee. 

Mr. Anpresen. Mr. Austern, does the act of 1937 specifically exempt 
the canning processor from the orders ? 

Mr. Austern. With two exceptions, olives and asparagus, we are at 
present exempt, and operating under no controls in that exemption. 


That is how we did the job we have done. 
Mr. Anpresen. There is no provision of law, then, that could put 
these marketing orders into operation without securing the amend- 


ments proposed in the committee print ¢ 

Mr. AUSTERN. May I answer that, Mr. Andresen, by s Lying if you 
will strike out subsection (b) of title I'V—or section 401, as it is in 
this committee print—which tinkers with the definition, destroys our 
exemption, and does one other thing I am about to develop—we will 
be completely content. 

Mr. Anpresen. What page is that ? 

Mr. Avsrern. That is page 15 of this committee print, sir, section 
401, subsection (b). You will observe that amends one section in this 
pamphlet. The effect of that amendment is to throw all canning 
crops, all canning fruits and vegetables, under these order controls. 
You have to follow it through to know it, but we have given vou all 
the citations and no one denies that that is the effect. . 

Mr. Anpresen. If that particular paragraph of that section is elim 
inated from this committee print, that meets the objections you have 
raised ¢ ' 

Mr. Ausrern. Correct: completely. And the objections, I might 
add, of the freezers, because they are hooked into the same paragraph. 

As I said, we found some surprise on the part of the Senate group 
that these research and marketing things came out of the assessments, 
but that is clear from the Department presentation. 
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lot of questioning here about how an order comes 
The key provision, gel tlemen, one that is in one 
pamphlet. and nobody seems to have looked at it in 


least this vear. We had quite a bit to Say about it 
is \ iv I] rei ember, Mr. Hope. 


nm 9 on page 10 of the pamphlet; look at its title. 





right. It says “Orders Without Marketing 
means without the consent of any canner. The 
s. After the control scheme is fully developed, 
ers object, the whole thing goes into effect anyway. 
l { sec iy determine that the scheme 
two-t ( oT tl! erowelrs Iy volume, or 
rowel by number. If vou find that shoe king or 
lle ot { | woul | he o| Wi tO Ve id vou an order j 
» other dav on the fresh mdling of something. where the 
required 5 ( ent i , indlers r ised to sien 
nevel eless the ext finding says it goes into 
ts eff ( be on Phat undemocratic 
eroup control the om tals of another was 
hadent that the rinal | reeall this— 
» that ever iposed control order required the 
{ Pr ent Phat require nt was eliminated 
\ th all defer e. please remember we 
ep ental oflicial, because as this committee 
el mother statute the Schwellenbach Act 
» Secretary of Agi ulture to ieleogute and to confer 
this 28-page pamphlet on a subordinate 
ithe t { it, even though every cannel involved 
mn have nv renal say >to whether control order 
! I k that does violence to every democratic 
oO the imposition of the ordet ind the levving and 
dit rot the mone 1 Vy 2 Sout ol 
ere any appeal ¢ 
here in appeal from any action of the Secretary 
! i] act confers such a wide scope of 
I ! v, there has been no case which held 


‘ ] ] 
the Secretary did in connection with an imposed mar- 


ded his aut] oO ty. They have held that his deter- 
L Wi not reviewable, and that his determination 


—and I am not being facetious, sir—is that by the 


or 


uld exercise and exhaust your administrative remedies and 
your court petition, the processing season would be finished. 
t off, we have the matter of penalties. The penalties apply to 
and the cannel alone can be penalized— if he ext eeds one 
e allocations, he forfeits three times the value of the commodity. 
If he violates an order, he is subject to a penalty of up to $500 a day. 

There are some other penalties, and without being facetious in any 
way, I must conclude the point by saying that all the penalties against 
rand the canner alone are cumulative. 
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Once these orders go into effect, they continue and can continue 
under another amendment you are asked to make, indefinitely, no 
matter where the price ot the commodity roes, Only the orowers and 
not the canners who are going to be controlled can require that an 
order be terminated. 

I am going to sum all of this up quickly because I could talk end 
lessly about these provisions, and | atin atraid, Mr. Hope, you have 
heard me talk about them for almost 2 decades. I would lke to sum 
them up, and this new proposal before you, in four quick headings 

First this entire authority that is in this pamphlet that you are 
putting on the canning industry, covers the commodity and the prod 
uct. You will see that phrase repeated In every section of this vast 
authorizing law. 

How this attempted separation between the raw material, as the 
commodity. which is to be covered by the orders ind the canned prod 
net which is not to be covered—will work and how it will follow 
through all those provisions raises a host of questions that I could keep 
you interested in perhaps for hours. 

Second. the simpli itv of this paragraph, of this title lV, Is wholly 
delusive. It is not simple at all. You are being asked to enact the 
key parts of the YS page statute that has deve loped since 1937, and to 
enact it for the whole canning industry. You are asked, we think. 


somewhat casually, with all deference, to put into effect the widest kind 


try that we think has done perhaps the best job in developing markets, 


} 


and to do it without anv real need having been demonstrated 


Third. we do not think we have to argue because we think it. is 
obvious that you control the canning industry when you permit that 
degree of control of its raw materials. In other words, we suggest 
that the supposed separation between the raw canning material and 
the canning of the finished product is an illusion, and the real ad 


mitted objective here is to control the markets and raise the prices of 
the finished canned products, 

Look at the proposed addition in this committee print in paragraph 
4 that you find on page 15. The Department of Agriculture analysis 
told you frankly and candidly that the purpose ot that is to permit 
the continuation of a marketing order, even though prices are above 
parity. No matter how you cut it, the only purpose of an order is to 
raise consumer prices for canned fruits and vegetables. If the con 
sumer refuses to buy, it will be the canner, and neither the growers 
nor the Government, who will be left with the Overpl ced, unsalable 
product. 

We think there is no need for this. Nothing would defeat the in- 
terests of all concerned faster. That is wholly apart from whethe 
we like it or do not like it, because it is undemocratic, and we think it 
is regimentation of the worst sort. 

Now, sir, the economic consequences, how this authority will cause 
disastrous effects, will now be revealed to you by our canner wit 
nesses and the effects on the growers and the canners and the con 
sumers will be demonstrated by them. I do not know what the pleas 
ure of the committee would be. Do you care to have me present the 
canner witnesses now ¢ 

The CuHatrRMAN. I think that was the understanding the committee 
had, that we would go ahead and hear the canner witnesses, and we 
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will just leave it to you, if you will, to present the witnesses in the 
order that you desire. 

Mr. Avsrern. I will renain available. Thank you, sir. May we 
first present Mr. O. E. Snider, of Salem, Oreg. ! 

The Crarrman. We will be glad to hear from you, Mr. Snider. 


STATEMENT OF 0. E. SNIDER, GENERAL MANAGER, BLUE LAKE 
PACKERS, INC., SALEM, OREG. 


Phe Cuamman. The Chair would like to suggest: We have a num- 
ber of these statements. If there is any way they can be shortened 
up as we go along, it would be very helpful. 

Mr. Sniper. Mr. Chairman and members of the committee, I would 
like to shorten my statement some way or other, but I feel so strongly 
on this matter, I will try and get through it as rapidly as I can. 

I am O. E. Snider, general manager of Blue Lake Pac kers, Inc., 

Salem, Oreg., which is a grower-owned cooper ative processing and 
marketing association. I have had 28 years of farm marketing expe- 
rience, most of it witli the marketing of canned fruits and vegetables. 
I am testifying here in behalf of the National Canners Association, 
and the Northwest Canners Association, which has a membership of 
75 canner firms composed of canners in Oregon, Washington, Idaho, 
and Montana. 

I am testifying especially in behalf of 11 grower-owned coopera- 
tive marketing associations located in the States of Oregon and Wash- 
ington, a list of which I am filing. They have a total membership of 
5,196, representing 5,196 farm families. 

These 11 cooperatives have been doing a very successful job of mar- 
keting their members’ products for many years. Without exception, 
they are very much opposed to this legislation that will interfere with 
their past and present very successful merchandising programs. 
These firms, without exception, are very much opposed to the proposed 
legislation as exemplified in title 1V of the committee print. 

They all feel that if this plan or scheme or whatever you wish to 

eall it had been applied over the years during which they have made 

a very healthy growth that they could not have made the progress 
and have given their farmer members the valuable service they have 
received. The growth in bean processing in the Pacific Northwest 
was shown on a map presented by Mr. Austern. As a case in point, 
our own association in the year 1935 was packing about 65,000 cases 
of Blue Lake beans. Our 1953 pack of this item was 685,000 cases. 

The industry at that time was packing about 569,000 cases, about 
half of which were Kentucky Wonder beans and the other half Blue 
Lake beans. The pack of canned green beans for the Northwest and 
California for 1953, almost all Blue Lake beans, was in round figures 
about 6 million cases. If the scheme of control and restriction as con- 
templated in the proposed legislation had been made effective in 1934 
or 1935, this wonderful progress could not have been made. We would 
have been virtually frozen to a very small pack. 

This is also true of canned pea production in the Northwest, which 
has from a standing start in about 1935 grown to a pack of 6 million 
to 8 million cases per annum. 

We have observed the operation of marketing orders as applied to 
fruits and vegetables sold on the fresh market. We can see nothing 
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whatever in them that would be of any value to growers if applied to 
fruits and vegetables for canning. A control order is a fly trap—one 
made very easy to enter, but the exit is extremely difficult. 

Our experience as a cooperative processing and marketing associa- 
tion with marketing agreements and orders as applied to raw product 
for canning is that first, due to unrealistic pricing of the raw product, 
growers involved in the agreement are thrown for a net loss. Because 
the pricing was unrealistic to begin with, a later lower price creates 
a declining market, causing the price to finally settle lower than could 
have been realized if they had not imposed their ideas of price on the 
market to begin with. 

The restriction of production contemplated under a marketing order 
due to smaller volume will inevitably increase cost per unit on the 
farm and in the plants, thus causing more harm than good to market- 
ing. Asa matter of fact, it would undoubtedly close many marketing 
outlets. 

The foregoing effects would undoubtedly mean the elimination of 
many small canners and may very well create a monopoly of the 
business by major canners. 

Due to unrealistic pricing, which often ignores actual conditions 
and realities about the market for any particular product, many of 
the medium and larger sized canners would doubtless go into farming 
on their own for the purpose of a source of supply of raw product of 
fruits and vegetables for canning. This would eliminate many small 
farmers who depend on canning and freezing crops for their livelihood. 

According to agriculture statistics, the bulk of primary fruits and 
vegetables for canning and freezing have re vee d nearer parity than 
almost any other crop. In other words, left alone the industry 
can very well take care of itself with reste advantage to farmers 
than the regimentation contemplated in this title IV. 

The bill imposes a tax on handlers, which means cooperative proc- 
essors as well as independently owned companies, without their con 
sent and we believe to the damage of the entire industry, whieh first 
and foremost would be farmers followed by processors, distributors, 
retailers, and particularly, the final consumer. 

With thee xcep ition of a few isolated instances, canners all over the 
country contract for their raw products from growers at a specified 
price prior to harvest, and in the case of vegetables, several months 
in advance of planting time. The canner-grower re lationship and 
interest are very closely interwoven. Generally speaking, you will 
find growers dealing with the same canners over a long period of years. 

In many instances canners will advance the cost of fertilizer, seed 
and other materials. In many instances the ‘y either secure a loan for 
growers through banks or advane e them ec ish outright for production 
purposes. In addition to this, the canners 3 by the very nature of the 
business, are compelled to invest many times the cost of raw produc ts 
for proce essing oper: ations, sup p lies such as cans, cases, et cetera, to si Ly 
nothing of the tremendous investment in plant and equipment. 

There are no gluts in raw products contracted to canners. If the 
yield is high, the canner will generally take the entire tonnage. This 
may place him in a surplus position. ‘The crop will have been saved, 
however, and will be stored in canners’ warehouses for later sales. 
The canner has the risk of marketing the finished product 
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In the case of vegetables which are planted annually, the grower 
has a free choice. He will be ap — by the canner months 
before planting time with a contract and a price. If the grower is 
not happy about the conditions, he can and does refuse to grow. If 
the price does not satisfy the grower, he may then decide to leave the 
product in question out of his production program. This has had 
a tendency to stabilize canners’ prices to growers, ing them ona 
level where both canners and growers can expect a reason: able profit. 

The interests of canners and growers are so close ly interwovel 
that they are practically in the same bed. As we have said before, 
the price received by growers for raw products for canning’ has been 
it a higher level than almost all other crops. When we think about 
plitting a successfully operating industry such as this—in other 
words, splitting the grower and canner interest—we might very 

ell be like the two old miners who in the latter part of a long Alaskan 
winter went cabin crazy and decided to divide their effects between 
them. One took the cook stove and the other the cooking utensils, 
and among their facilities they jointly owned a small boat. So noth- 
ng would do but that they cut the boat in two, which they did. 





We as grower-owned processing associations feel that one of the 
major answers to the marketing of fruits and vegetables for canning 

the joint promotional efforts carried on among cooperatives and 
ndependently owned plants, in doing a better merchandising job, 
in producing higher qual ty at lower cost. Joint promotional efforts 
n which cooperatives and independent packers participate are ap »plied 

» Blue Lake beans, sweet cherries, red sour cherries, and recently a 
new promotional merchandising program is being developed for 
purple plums. 

Chese activities are all voluntary on the part of the industry and 
are financed by the industry; and lastly, without any compulsion 
erom Government o1 other Interests, 

The National Canners Association is also carrying on a general 
pro! otional effort toward broader distributio of canned fruits and 
vegetables. Since we are already carrying a substantial financial 
burden on these promotions, we certainly would object strenuously to 
having additional costs Unposed upon us, 

While we as an industry have made amazing progress toward the 
reduction of cost and providing the consumer with high-quality prod- 
ucts at low cost, greater strides can be made in this direction both on 
the farms and in plants, provided, of course, that we can continue 
to ect freely and to successfully market our products as we have 
n the past. 
rhis cannot be done under a restrictive order. I know full well 
that the members of our organization, as well as the other cooperative 
marketing associations for whom I speak, would be angry mad if 
we > should have an order from the Secreatry of Agriculture in Wash 
fton compe Whi hg us to allow ate crops or to five quot: is to each orower 
nember requiring him to reduce his produ ction, notwithstanding the 
fact that we had been successfully marketing all he could produce. 

Especially would this be true when he learned that he had to pay 
i substantial assessment per ton or pound for the privilege of reducing 
His ae » and inereasing his cost. He would still be more angry 
when he learned that this control scheme had been Imposed upon his 
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association by outside interests and without his or his association’s 
consent. 

He would also later discover that he had been nicked again when he 
had received his final returns for the crop that, due to smaller volume 
unit costs, had also increased in the plant, which resulted in a decrease 
in his returns. When this information became available to our mem 
bers, I think I should make it a point to be gone fishing on that day. 

In short, the grower would find that he had lost control of the man 
agement of his own farm and of the plant which belonged to him, 
along with several hundred other members. He would ho longer be 
able to maintain his system of rotation of crops and to plan ahead and 
to grow more or less of a canning crop which would seem best to fit 
into a program. He would be afraid to release any of his canning 
crops to fit his rotation program for fear that he might not be able to 
reestablish the quota which had formerly belonged to him. 

1 am quite sure that farmers growing for independent canners would 
have the same feeling that the interference was unwarranted, un 
called for, undemocratic, unnecessary, al d of great damage to every 
one concerned from the orower through to the consumer. 

Farm marketr o is a majo. undertaking. It requires special knowl 
edve of merchandising, evaluation of various markets, an insight into 
consumer reaction to certaim price levels. Should a marketing order 
he issued on a particular commodity and the results be a substantial 
rise In price, the commodity involved would immediately feel the keen 
competition of other similar commodities. Once the consumer is 
driven away from a product because of price level, it is extremely 
difficult to get them again interested in the product even at a much 
lower price. You would think that a drop in price would bring them 
hack almost immediately to consuming the product. 

As much as 2 to 3 years are required to regain the momentum 
formerly enjoyed by a product which had been sensibly pri ed before 
having been priced out of the market. It goes without saying that a 
marketing order would be ineffective unless imposed nationwide on 
any commodity. ‘To impose controls in one region would automati- 
c:lly shift the business to uncontrolled regions. 

In effect, the marketing of our members’ products would be taken 
out of our hands and placed under the control of outside interests who 
most likely would have little or no knowledge of marketing or a good 
merchandising program. We as grower-owned marketing associa 
tions feel that our marketing judgement and our knowledge of mer 
chandising certainly should be far superior to that of an inexperienced 
yroup of growers or the Secretary of Agriculture or any of his sub- 
crdinates. We believe the same thing is true of the canning industry 
generally. 

Cooperatives and independent canners borrow huge sums of money 
with which to carry on their operations of processing and marketing. 
Banks look largely to the judgment of management with which they 
are familiar for sound business practices and a generally successful 
operation as a basis for their extension of credit. If banks should 
suddenly find in management of the canning industry—and again this 
includes cooperative processing and marketing associations—that a 
sizable part of the function of management had been given over to 
inexperienced groups or to some Government agency, it is very likely 
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that many canners would find themselves without funds with which 
to operate. 

The marketing of fruits and vegetables for the fresh market is as 
different as day is from night from that of the marketing of canned 
fruits and vegetables. Raw products for canning and freezing are not 
really sold until the consumer has taken them off the grocer’s shelf and 
has consumed them, and that the quality and price is such that the 
consumer will come back for more. 

It apparently is assumed that under this legislation the marketing 
of the raw product for canning and freezing ends at the grower’s 
truck’s tailgate. This is simply not true. 

The canning industry is an extremely valuable market outlet for 
growers of fruits and vegetables. It is a marketing system complete 
in itself from the farm to the consumer. The effect of the proposed 
legislation will be to throw two of the main segments of the system, 
namely growers and canners of fruits and vegetables, at one another’s 
throats. It has in it the seeds of disruption, antagonism, great loss to 
canners and growers alike, 

If this legislation is enacted, the date of its enactment will be later 
looked upon as the blackest di: Ly in the his story of the canning industry. 
The growers whom it is sup yposed to benefit will doubtless be the most 
angry, disheartened, and disillusioned. By that time canners and 
crowers will have endured and have virtually lived under a regimen- 
tation and methods used by a police state far too long. Years would 
be required to clean up the wreckage and to get the ship back on its 
course, 

All we are asking is that we be left alone to continue to do a good 
successful marketing job. We sincerely hope that you will not enter- 
tain the idea of inflicting the straitjacket and the regimentation upon 
us contemplated in this legislation. In no sense of the word are these 
marketing orders adaptable to raw products for canning and freezing. 
We are sure that you will take a most careful and long look at the 
dangers to orderly and successful marketing that are involved. We 
most respectfully request that you report the bill unfavorably. 

The Cuarrman. We thank you very much, Mr. Snider. 


STATEMENT OF JOHN E. DODDS, VICE PRESIDENT, SCHUCKL & CO., 
INC., SUNNYVALE, CALIF., AND PRESIDENT OF THE CANNERS 
LEAGUE OF CALIFORNIA 


Mr. Dopps. Mr. Chairman and members of this important commit- 
tee, my name is John EK, Dodds, vice president of Schuck] & Co., Inc., 
Sunnyvale, Calif., and president of the Canners League of California, 
whose members produce over 80 percent of the State’s canned fruit 
and vegetable pack, 

During the past 20 years the California production of canned fruits 
and vegetables has increased from about 30 million cases in 1934 to 
86 million cases in 1953. In 1955 California production represented 
25 percent of the national pack of these items, excluding canned soups 
and specialties. This expanded output has resulted in ever-increasing 
acreage being utilized for the production of canning fruits and vege- 
tables and has been accompanied by favorable prices and profitable 
returns to growers. 
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In voicing its opposition to the inclusion of canning crops under 
Federal legislation providing for marketing orders, the California 
industry speaks with some 27 years of experience with various control 
schemes. Nearly every year since 1926 some form of crop regulation 
or control has been in effect for cling peaches which are grown and 
canned almost exclusively in California. 

Throughout this 27-year period, cling-peach canners and growers 
have tried voluntary programs, programs under the AAA, and mar- 
keting orders under the California Marketing Act. These programs 
have included almost every imaginable device for surplus control, 
including quotas to canners, fixed prices for both the fresh and canned 
production, stripping and pulling trees to eliminate surplus, elimi- 
nation of small-size fruit, and various other devices. Many of these 
marketing orders also included grade control, and advertising and 
sales promotion programs jointly financed and controlled by canners 
and orowers. 

Although California canners have participated in these programs, 
many do not recognize them as having been successful and the fact 
that again in 1954 the cling-peach producers face a large surplus 
strongly indicates that these marketing orders have continued to 
aggravate the condition they were designed to relieve. Elimination 
of fruit in surplus years has artificially changed a buyers’ to a seller’s 
market, resulting in prices to growers that have encouraged new 
plantings and made the problem of overproduction more acute from 
year to year. 

It is interesting to note that while the 1953 California pack of cling 
peaches was approximately double the pack of 1934, the pack of 
Elberta peaches which have been uncontrolled, increased from 406,000 
cases in 1934 to 3,818,000 last year. 

As another example of a shift in production caused by a localized 
marketing order, we cite the California experience with canned as- 
paragus. <A detailed recitation of this experience was presented by 
Mr. L. E. Neel, general manager of the Turlock Cooperative Growers, 
Inc., Modesto, Calif., before the House of Representatives Committee 
on Agriculture on February 27, 1947. Production controls in Cali- 
fornia from 1934 to 1940 resulted in prices to growers sufficiently high 
to stimulate production in other areas of the United States. In 1940, 
when production control had effectively ended, California’s share of 
the United States production had shrunk from 89 percent in 1934 to 
51 percent in 1941. Last year the State’s production was also 51 per- 
cent of the United States total. 

In recent years tomatoes nave been one of California’s most impor- 
tant canning crops and one which has never been controlled by a 
marketing order. Tomatoes are an annual crop contracted in advance 
by the canners, and growers have commitments for their production 
ahead of the growing season. In 1934 the California production of 
this commodity was 282,200 tons, or 19 percent of the national pro- 
duction of 1,425,700 tons. 

The California canning industry has made tremendous efforts to 
increase the utilization of California tomatoes in the expansion of 
production of new products such as tomato sauce, tomato paste, and 
tomato puree, and further experimentation on increased utilizatiors 
is continuing. Vast amounts of money have been spent for new proc- 
essing equipment and for improving physical properties of canning 
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nts. Extensive effort has been expended in developing more 
ient methods of handling tomatoes from the field through the 
processing plant to reduce cost and assure the highest return possible 
to the growers. Large sums have also been spent in advertising and 
promotion to expand markets and to educate consumers to new uses 





for tomato products. 

These efforts have been highly successful in the absence of controls, 
is demonstrated by the fact that in 1953 California production was 
1,425,600 tons, or almost exactly the same as the total United States 
sears nm 20 years ago. The State in 1953 accounted for 44 percent 
of the nat ion: il production. An increase of this magnitude would have 
been out of the question under controls designed to curtail the crop 
or to fix canner quotas. 

Expe —_— with crop curtailment schemes leads to the conclusion 
that, while they may give temporary relief, in the long run they stimu- 
late the production ot competing produc ts at thee xpense of the con- 
trolled commodity, and perpetuate problems of surplus production. 

There has been a driving force in the canning industry to expand 
markets for all canned fruits and vegetables. Vast sums have been 

pent by private firms and through the National Canners Association 
for research and market development. The industry is spending mil- 
lions of dollars for advertising and promotional work to convince the 

stributor of the desirability of handling canned foods and to encour- 
ige the consumer to use them as a modern way of serving ther family. 
Even the suppliers of materials, such as containers, are actively con- 
tril uting to the educattonal work in this field. 

Che rigid control of any canning fruit or vegetable can impose seri- 
ous hardship on the canning industry. 7 is imperative from the 
standpoint of economy of operation for a ‘annery to operate at or 
near capacity. If limiting quotas or allocations to canneries were re- 
quired under an order, the increased cost of processing could offset 
the advantages of the curtailment. 

Once these seasonal fruits and vegetables are harvested and canned, 
the processor assumes the full risk and responsibility for marketing 
them, and adequate crops produced without Gove a sponsored 
control offer a powerful incentive for seeking and developing new 
and expanded outlets. 

Furthermore, control programs cost money. The budget for admin- 

tering the Federal Marketing Order regulating California raisins 
was 866,000 in the 1952-53 season. ‘This was increased to $70,000 for 
the 1953-54 year. Canners and growers in California are liable for 
& maximum charge of $1.20 per ton for administration of the State 
cling peach order and obviously this expense must be included in the 
cost of canned peaches. 

No real justification exists in California for a broad regimentation 
of the canning industry | 5 the Federal Government. It is true that 
the competitive position of individual canners ch: anges from year to 
year depending upon promotional effort, efficiency, and quality of 
product. But if canners were to be placed under rigid controls of 
the quantity and quality of raw material they could use, little incen- 
tive would remain to expand energy and money for promotion and 
consumer education toward expanded markets. 

Such controls, freezing competition, would protect the inefficient. 
discourage promotional effort and expansion of packs and markets, 
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and hamper the development of new products to the disadvantage of 
the grower, the canner, and the consumer, alike. 

Consumption of canned fruits and vegetables, and the farm acreage 
required to produce the ¢ rops, have every opportunity to continue to 
increase SO long as the canning indus try is pe ‘rmitted to exercise, un- 
hampered, its imagination and energy. 

That concludes my statement, but there is one additional bit of 
information that may be of interest to this committee. We have in 
California a Federal marketing order covering raisins. Just about 
3 weeks ago one of the largest dried fruit processors in the State a1 
nounced that it was discontinuing the handling of raisins because of 
difficulty under these Federal controls. 

In their letter to Mr. John Davis, Assistant Secretary of Agricul- 
ture, and signed by Mr. Tognazini of Rosenburg Brothers & Co. in 
San Francisco, they concluded by saying: 

A review of our limited raisin operation indicates another heavy financial 
loss to this organization. We have therefore concluded to withdraw completely 
from the raisin business and have notified other packing factories in the industry 
of our decision and have informed them that our entire new, modern, raisin 
plant, recently completed, is for sale or long-term lease. 

Thus the California producer of raisins loses all of the vitality and 
the promotional experience and effort of this large processor. Thank 
you. 

The Cuatrman. Thank you, Mr. Dodds. 


STATEMENT OF LOUIS RATZESBERGER, JR., PRESIDENT, THE 
ILLINOIS CANNING CO., HOOPESTON, ILL. 


Mr. Rarzespercer. My name is Louis Ratzesberger, Jr. LT am 
president of the Illinois Canning Co. ‘ox Hoopeston n, Til, ., @ past presi- 
dent of the Illinois National Canners Association, and immediate 
past pre ssident of the Canners Associ ation. 

Canners have on 10 occasions testified in opposition to legislative 
proposals to permit Federal marketing orders on canning crops. In 
company with other canners I again ask that canning crops not be in- 
cluded under this complicated control order. 

My company has been in operation in canning sweet corn since 1878. 
We have increased our production and distribution of canned corn 
almost exclusively under our own brands. In 1937 we began canning 
tomatoes and in 1938 added asparagus. 

We maintain that by contracting with the farmer for the produce 
from a definite number of acres at an agreed-upon price (in advance 
of the planting of the crop) and then by marketing the canned prod- 
uct under our brand names we are already performing - ‘pre tion 
which Federal legislation on marketing orders is aimed at accom- 
plishing. 

The marketing responsibilities of the canner are entirely different 
from those of the fresh fruit and vegetable handler. The canned 
beat is largely a manufactured product with all the emphasis on 
rand names encountered in the distribution and promotion of manu- 
factured products. 

Competitive positions of individual canners vary from year to year, 
as the consumer responds to the individual canner’s brand promotion, 








3754 LONG RANGE FARM PROGRAM 


efficiency, and quality of product. If a canner’s output were to be 
limited by controls on the quantity and equality of his raw material, 
there would be no incentive to expand production, promote his prod- 
uct or to compete for a larger share of the consumer market. This 
freezing of the current competitive picture would protect the ineffi- 
cient and hamper the efficient. 

Because of the freedom to expand operations under our own brand, 
my company had labored diligently to improve the quality of our 
produc ts and add new items such as tomatoes and asparagus, 

This has involved the expenditure of a considerable amount of time, 
effort, and money in improving the quality of raw product, increasing 
the efficiency of our factory facilities, and advertising and promoting 
the distribution of our branded products. 

W e consider this expenditure a good investment because the future 
of our brands is largely in our own hands. 

If the controls contemplated in the committee print were imposed 
upon us we would have no reason to expect an increase in our business, 
but rather a decline as consumers shift to uncontrolled items. Canned 
items are in intense competition with each other for the consumer’s 
dollar. Ifthe price of one canned commodity is artifically increased in 
price, consumers will shift to competitive items. 

For example, the increase in ye price for canned citrus juices which 
would result from controls on citrus juice production would bring 
about consumer shifts to pine: i le juice, tomato juice, or other com- 
petitive items. This would only aggravate the existing prob lem. 

In fact, if we had been operating under marketing orders since they 
were first proposed in 1934 it is unlikely that we would now be can- 
ning tomatoes and asparagus and that our volume of canned corn 
would now be at its present volume. The production of these items 
that existed in 1934 would no doubt have been allocated to canners 
on some historical basis and our company would have shared propor 
tionately, which the case of tomatoes and asparagus would have 
been zero. 

In my testimony in 1947 I referred to the asparagus industry in 
Illinois. In 1935 Illinois packed 96,000 cases; in 1945, 396,000. The 
1935 pack was 3.8 percent of the total United States pack; the 1945 
pack was 8.9 percent of the total. For 1953 the Illinois pack totaled 
564,000 cases or 1214 percent of the United States total. 

In 1934 the U nited States total pack of asparagus was 2,149,000 
cases whereas the total has been at least double that figure since 1946. 

Most of that increase has developed in sections such as Illinois 
which prior to 1934 had contributed little or none to the national 
total. This shift in producing areas resulted at least in part from the 
use of marketing orders in California, while the balance of the country 
was free to exps ind. 

Our opposition to marketing controls is not prompted by a lack of 
sympathy for the grower’s position. Other canner witnesses will 
show that the price paid for canning crops compares very favorably 
with what the growers receive for other crops. In fact, we canners 
must be competitive in order to contract the acreage. In the case of 
such crops as sweet corn, peas, and tomatoes the farmer can easily 
pass up these crops and plant something else. In fact, he can do this 
on rather short. notice and in fact does so without any great incon- 
venience to himself. 
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In the case of my own company our field department furnishes 
our approximately 400 growers with many services beyond bare price 
terms of the contract. 

We furnish our sweet corn seed at less than cost, make soil tests 
without charye, arrange for proper fertilizer and for the most part 
finance the cost of fertilizer, seed and harvesting costs and pay for 
the crop promptly upon delivery. We also provide insect ‘control 
facilities without cost to the grower. In recent years canners have 
promoted the deve lopme nt of a mechanical cor npic ‘ker ila *h has ma- 
terially reduced harvesting costs. 

In consideration of the canner contract offering a price which the 
grower can accept or re ject before the « ‘rop is planted ; the m: ny serv- 
ices furnished by the canner: early payment for the « crop; and : 

ired home for the ec ron, [ can see no occasion for superimposed con 
aii on the canners’ operations such as proposed in the committee 
print. The growers’ interests and needs are well considered in the 
canners’ program and no need for this type of control for the canning 
industry has been demonstrated. 

Of my own know ledge, the views of other Lllinois canners < oincide 
with my own on this subject. 

We are emphatically opposed t is type of legislation and re 
spect fully urge you to reject it as aa Congress has on 10 previous 


occasions, 


STATEMENT OF EDWIN C. KRAUS, PRESIDENT, BIG STONE CANNING 
CO., ORTONVILLE, MINN., AND DIRECTOR, MINNESOTA CANNERS 
ASSOCIATION 


Kraus. My name is Edwin C. Kraus, president of the Big Stone 
Canning Co. of Ortonville, Minn., and a director of the Minnesota 
Canners Association. Our association represents all the canners of 
vegetables in Minnesota, and I am authorized to speak for them. 


A recent poll of this membership showed that the vy were ove! whelm 
mely mn opposition to marketing ¢ mtrols. 


At the outset let us make ourselves clear, the canners want nothing 
from you gentlemen except to be left alone. We are asking no sub 
sidies nor any he Ip from the American taxpayer. Like Greta Garbo, 
we just want to be left alone. 

Any system of controls of canned vegetable crops in Minnesota is 
not only unthinkable but likewise unworkable. For example, how can 
the administrator determine what the given yield per acre of corn and 
peas will be? It varies from year to year. Last year sweet corn 
production in Minnesota was down 22 percent as the result of poor 
yields, due to weather conditions. 

Variations of yields from 2 to 6 tons per acre are not uncommon. 
In determining what acreage a canner in Minnesota should plant. in 
either peas or corn or both, what average would you use? And if the 

yield proves greater than the average, what is to be done with the 
sarplust I know that there is no one in the canning industry that is 
wise enough to be able to pinpoint yields of corn or peas, and I am 
convinced that there is no one in Government that has these capa- 
bilities. In addition, in sweet corn, for example, the cut per ton will 
vary from year to year with extremes of from 17 cases a ton to 40 
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‘ases per ton. Who can anticipate a year in advance what the pro- 
duction will be under these circumstances ? 


lo argue that controls are necessary to protect the grower is ridicu- 


lous. In Minnesota all a reage Is contra ted for ata elven and defi 
nite price before it is planted, and a contract 1s signed by the canner 
und the grower. If the agreed price is not satisfactory, the grower 
will not grow for the canner. And bear in mind that all canning 
rops in my State must of necessity compete against all other crops 
LON ni that area, and it is the grower that determines what he will 
erow and how much he will grow and not the canner. (In Minnesota 

1955 there were 19.500.000 acres planted to various crops. Out of 


entire acreage only 44,491 acres were planted with peas, or about 
» Perce t, and 82.220 acres to Corny, Ol about » percent.) 

Che control of canned vegetables presents many problems. For 
xample, Saturday of this week we contracted for all the requirements 
for sweet corn seed that we will plant for the crop year 1955. You 
ee the grower of sweet corn said he must know a year in advance of 
our seed requirements sO that he too can produce the seed. The same 

true with pea seed. In all earnestness, I ask you how any control 

uthority can undertake such planning. 

Our company is 50 years old. In the early 1920’s we canned the 
first golden corn that was ever canned, and later aided in the crossing 
»f golden bantam with Crosby corn to get the parent cross that is now 
used in all colden corn Under marketing control how could this 
have been done ? 

In 1926 our company processed the first whole kernel corn ever 
canned. At that time the entire pack of canned corn in the Nation 
approximated 19 million cases of corn, cream style. Last year the 
total pack was 36 million cases of corn with only 18 million cases being 
cream style. Again, I pose the question, under marketing controls 
would we now have whole kernel corn ? 

We are a dynamic, not a static industry, and humbly ask the Ameri- 
can privilege to keep on growing. I have some statistics concerning 
the cost to the canner of canned food. In 1934 labor, cans, boxes, and 
labeling labor amounted in our operation to 37.3 cents a dozen. basis 
No. 2’s. In 1953 this same cost on a 303 size was 51.5 cents, and on a 
No. 2 basis would have been 59 cents, or an increase of 58 percent. 

Our raw products cost increased 136 percent during the same period. 
Our selling price for the canned product has increased 22 percent. It 
should be kept in mind when we refer to these figures that the net 
return to the grower, moreover, is not reflected in these figures. As 
with the advent in the past 8 years of high bred seed, his yield per 
acre has increased at least one-third, which of course means a greater 
net return to him. 

We have prided ourselves on the fact we are selling to the house- 
wife canned foods cheapel than she was able to buy them in either 
World War I, World War II, or the Korean conflict, and in the face 
of this record we are likewise returning to the individual farmer 
gsrowing vegetable crops a greater return than he receives from 
Government-subsidized crops. Perhaps no industry spends more 
money than does the food industry in promoting its product. We are 
presently embarking on a great national program to further advise 
the housewife of the buy she receives in canned foods. A can of peas, 
corn, tomatoes that will serve four costs less than a package 
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of cigarettes. Let us examine the effect of this bill. Mr. Loos said 
this before the Senate Agriculture Committee: 

Senator ELLENpDER. The net effect of this, if it is left in, will be to cause the fruit 
and other things to be canned to be sold high? 

Mr. Loos. Yes, sir; that is the objective: to get a higher price for the producer. 

Senator ELLENpDER. And of course it would ultimately mean a higher price to 
the consumer *? 

Mr. Loos. Yes, sir; all of these marketing orders mean a higher price to the 
consumer to get a higher price for the producer 

Gentlemen, as the result of your action are we going to be placed 
in the embarrassing situation of having to tell our customer, the 
housewife, that canned foods will no longer be as cheap because of 
unnecessary Government controls ? 

You gentlemen have a problem, diverted acreage. Our charts and 
testimony have shown the increase in acre age 1n ¢ ‘anning c vine which 
has resulted solely because there was an Increase in the consumption 
of canned foods. Now we will all agree that there is a definite rela 
tionship between price and consumption. Any grocer will tell you 
how easy it is to price a product off the shelf. In sales we constantly 
strive to get our product to the consumer at the cheapest possible price. 

Yet the proponents of this bill not only frankly admit, as did Mr. 
Loos, that it will raise the price to the consumer, but wish to control 
our production as well. It follows as logically as does day follow 
night, that a ae price to the consumer will mean less consumption. 
It also follows that with less consumption there must be a further cut 
in the acreage of the grower, hence you have magni ified the ilready 
serious problem of diverted acreage instead of letting a growing 
industry expand and make use of these diverted acres. 

sy the same token you have magnified the problem of the cannet 
It does not pay, because of fixed overhead, to run a plant at half 
capacity. or exrumple : 3% your plant has a fixed overhead of $100,000 
and you pack only 50,000 cases, your overhead is $2 a case. <A pack 
of 100,000 cases reduces it to Sl a case, and 200.000 cases reduces it to 
00 cents a case. 

Those who have more than one plant W il] be forced, because of 
these high overhead costs, to close p ylants and run all their allotted 
production at their remaining plants. The one-plant canner will be 
forced to close his doors. I kn ow you gentlemen in all fairness do not 
want this grave responsibility upon your shoulders any more than 
you would wish to be placed in the position of explaining to our satis- 
fied growers why Government controls prohibit them from longer 
growing canning crops that have returned to them a higher yield than 
did their Gove rnment subsidi Ze “ crops. 

We have no problem in canned foods that cannot be answered by 
aggressive salesmanship. If we sold this year one can of peas per 
month per family it would tax our present production capacity. Two 
cans of corn per month per family could not be supplied by the existing 
industry. In the face of this record, gentlemen, can you accept the 
recommendation of the Department of Agriculture that mandatory 
controls of this industry are necessary, that we cannot provide if 
left alone a partial if not complete answer to your diverted acreage 
problem ¢ 

We are convinced that the future of canned foods is bright and 
that what the industry needs is more salesmanship and less control. 
The inevitable result of any control will be to increase the cost of 
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merchandising to the canners and to deprive the housewife of a nutri- 
tious and economic food. 

We submit that the canner who pays the bill is a better judge of 
what his product should be than any administrator in Washington— 
or any group of growers who belie ve the supply of funds of either the 
Government or the canner to be inexhaustible. 


STATEMENT OF F. M. MOSS, VICE PRESIDENT AND MANAGER, 
IDAHO CANNING CO., PAYETTE, IDAHO 


Mr. Moss. My name is F. M. Moss. I am vice president and man 


ier of the Idaho Canning Co.—an Idaho corporation of Payette 
Idaho. This company owns and operates a plant in Payette, Idaho, 


ind Nyssa, Oreg. My company processes principally canned corn. 

This company has been in business since 1903, starting from an 
nfant business with a capacity of a few hundred cases of processed 
foods in any one season to the point now where it packs several hun- 
red thousand of cases from several thousand acres of land in an 


rrig ng-LTOWINE area 1n uuthwestern I laho and eastern Oregon. 
Uh ompany was, to my knowledge, the first company in the West 
it pl ( eX” weel or! 
Phe hi tory of its operations follows the usual pattern of stru geling 
companies grower and canner struggling together. The capita 


I : ; : 
ked Dv the few pio} ee! proved veryv unfortunate insofar as returns 


for risking this capital for some 33 years. In other words, its proc- 
¢ operation was not too successful. 

In time and through experimentation, it was determined that the 
wea Wa daptable ¢ the grow ne of sweet cor! For mini 1g purposes, 
In tl expe rimentation, it was also neces iy to prove hat the crop 
ould be grown profitably to the farmers i mpetition with other 
crop order that justifiable returns might be paid them for their 
enor Phe ( ion ol q \ f the cre ps gro Vn in this area and 
market were sronific ant, due to the distance of consuming markets 
und high transportation costs, which had to be absorbed if we were to 
remaim competitive with other area prod icing this product. 


In the beginning, a small experiment of some 350 acres, with ap- 
proximate ly 50 growers forming the nucleus of our experiment, pro- 
duced a few tis usand cases of finished products. Expansion was only 
through a very slow return, as markets har | Lo be developed and con- 
tinuous effort devoted to increasing the yield per acre in order that the 
farmers might be justified in continuing their cooperation through 
an adequate dollar return per acre for the efforts ce led. 

As time went on and up to the year 1941, the available acreage in 
our area was sufficient to extend the operation over some 2,000 acres 
and then through the impetus of war we were required to make all-out 
effort in order to meet with the requirements through 1946 of the 
Army and the consuming public as our part in helping to feed the 
Nation. 

About the year 1954 in the vicinity of eastern } Oregon what is known 
as the Owyhee p tev was brought into being through the reclama- 
tion department spending a sum of $21 million in buil ling a dam 
for water storage and irrigation purposes cove ring a vast area of 
sagebrush land of some 200,000 acres. This area was contiguous to 
our operation at Payette, Idaho, where we already had plant facilities. 
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Naturally in bringing in a new development of such type of land and 
the birth of a new area took considerable time for settlement. Many 
crops were tried and many heartaches and disappointments were met. 

A further survey of this area and project and the possibilities of 
further expansion encouraged us. As time went on and after some 5 
or 6 years in the development of this area the land soon became in a 
fertile condition which we felt was suflicient te grow our crops. More 
people ce :me to the land. More liversification was brought in and has 
prosper d since that time until this 1 project in the expanse of some 
20 years from its inception did return to growers this past year over 
$16 million, which in itself justified the venture of reclamation and 
provided homes for many hundreds of families. 


? } 


In the vear 1947 we cone 


+ 


ndecd Lo) ¢ fer th area at 1 CONS cif rable 
fixed In tment, with the hope that we in turn should receive a fair 
profit for our efforts, building a processing plant to provide a market 
for the products of this vast growing community. Natur 


ly this 
required more acreage and more farmers and the result has been, from 


a small beginning of some 350 acres, that the company now requires 


] { 1 } £ 
some 4.000 to 5.000 acres annually for this l crop aione pro uced trom 
. I 


some 350 farms. 


We could only accomp \ rning to farmer a 
fair return and as good a dollar acre as any other crop gro ind 
whic! | : becor le 2 Very competitive ul lert il Ing. | MSs | well 
known by the tremendous tonnage of sugar beets, potatoes, onions, 
seed, and the « Lir’y industry con prising the pl duction in tl rea. 

The company well knew that it would be nece sary te | this 
producing ea through expert knowledge, experi entation Inge 


in financing of fertilizer, seed, some equipment, and other items to 


make possible growing more tons per acre and also in producing a 
higher quality of crop in order for us to successfully compete not only 
with the products mentioned but to enjoy the markets requiring a 
hiahe r orade of merchandise and to offset transportation and freight 
rates and distances to market from t] rea 1 hich we are located. 

The results have proven that this levelopm«e nt could not have been 
reached unless all of these th ngs were accomp!| he I, It is also well 


Known that it has been the past history every food processor is con- 
fronted with the problem of financing, primarily due to the fact that 
on a one-season crop, contracting, prepal ing land, Set ding, and eulti- 
vation is done far prior to the time of harvest. A processor is further 
subjecte | to the vagaries of the markets, the economic conditions and 
the hazerds attendant to overproduction and underconsumption. 
Aside from being kept solvent with the hopes of return and continued 
growth of his business within the area in which he operates, he has a 
manufacturing problem as to the cost, based upon his fixed investment, 
his volume of operations, his overhead hazards. 

Any success that our company and our growers have enjoyed has 
been built upon the theory of a greater production per area and the 
high quality necessary attendant thereto to successfully retain his 
markets. Through this cooperative theory and with continual appli- 
cation of technical research and assistance in production through such 
institutions as the National Canners’ Association and the theory of 
paying a higher price for a better product, thereby returning to the 
grower the maximum for the best crop produced, has been, in our 
opinion, the proof in any measure of any success we have achieved. 
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In addition to the building of this industry and providing a market 
for sweet. corn for several thousand acres in our area, there has also 
been a further benefit to the growers in the use of the byproducts for 
feeding of livestock and thereby increasing and building other remu- 
nerative operations for these growers. In other words, it has been 
a method whe re anew country has bee on born. pioneers have recli uimed 
land, and foods have been furnished the Nation without. the necessity 
of controls and marketing orders. 

We want to inject at this point clearly the necessity of quality in 
the products we receive from the grower and, as suggested ] yreviously, 
that. technical research and assistance to the grower, as we f as build- 
ing tonnage per acre unit, has been the policy of this company in the 
years past to induce our growers to expand with us and has received 
through this method satisfactory returns as compared to all other 
compet itive crops in the area in which we operate. 

It has occurred to us that the theory of marketing orders wherein 
an allocation of acreage and/or determination of time. condition of 
crop, and amounts that could be ag ge by special order would 
defeat the purpose to which we have built our business and provided 

market for the grower’s sab earag In my simple language and 
thinking, it is not conceivable to me. or I should say to anyone with 
experience in this business, that a man on the farm producing the crop 
has sufficient time to learn and to absorb the technical procedure 
required in processing of canned foods. 

That there must be a time of harvest, the quantity of harvest, and 
the quality of harvest to accomplish these results is best known to the 
canner himself. Commonsense would dictate that it would be im 
possible to continue in an area where competing crops are grown that 
any farmer would grow a crop for any concern in which it was not 
protitable to a grower. It seems very clear to me that any canning 
industry cannot continue in business without a source of supply and 
must Justify his position by paying his growers a just igo 

Our past records over the many years have proven that this method 
of operation has justified its position, that our country has grown, 
that our farmers have prospered, and, further, it is our contention 
that under marketing orders such as are proposed in title IV of the 
committee print they would so alter our position that we could not 
continue to stay in business. 

In the processing of sweet corn, which is a perishable crop, the 
product cannot be stockpiled. If it cannot be canned when it is avail- 
able, it must be dumped or destroyed. Therefore, the time element 
is all important and must be controlled by the canner himself. Fur- 
ther, we are of the opinion under this marketing order that if it was 
- to the grower to bring in this particular crop, and in the condition 

1 which it grows, a serious problem would develop in the matter of 
a ‘uses of low grades by which the market is destroyed and the 
eventual return to the growers would have to be lessened. both inter- 
ested parties thereby defeating a purpose. 

Our records and procedure are an open book. Our growers have 
prospered; our community has developed. We have provided a 
market for labor and have our contribution in taxes. community, in 
schools, and all other contribution to the Nation and to its economy. 
It is inconceivable to us that it should be the intent of Congress and 
its Members and to the farm people producing the crops for the 
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cunning industry in any way to stop this theory of growth and 
eXpanslon. 

It is perfectly plain that had these controls of canning crops been 
in effect, we never could have done the job of developing the canning 
industry in our area and deve loping a market for our growers. ‘The 
allocation of acreage would have left us in a stifled position. 

In this presentation 1 am also speaking for our competitors In 
southwestern Idaho and eastern Oregon who have similar problems 
and who have assisted in the growth of this area from the a 300 to 
100 acres which our company pioneered, to a market for the growers 
of over 15,000 acres of sweet corn in the past 10 years, and providing 
returns to that area of millions of dollars. 

This we feel could not have been accomplished had there been a 
marketing order as proposed and which may be projected in your 
thinking of any further development in an area that is still potentially 
great and must, through the migration of population, already be 
shown in our western area to have justifiable requirements for the 
gene rations to come. 


STATEMENT OF HOWARD T. CUMMING, PRESIDENT, CURTICE BROS. 
CO., NEW YORK STATE 


Mr. Cumming. Mr. Chairman and members of this important com- 
mittee, my name is Howard 'T. Cumming. I am the president of 
Curtice Bros. Co., a medium-sized canner and freezer of vegetables 
from New York State. 1 have been in this business all my life, and 
have appeared before congressional committees on this same subject 
in the past, the last time being in 1947, 

The intent of title [IV of the committee print has been clearly de 
scribed by Mr. Austern. I shall, therefore, limit my reference to it 
to several specific points which I hope to make. 

Let there be no misunderstanding as to the impact of this proposed 
legislation on processed, and particularly canned fruits and vegetables. 
Whereas the bill excepts “canned or frozen fruits and vegetables” it 
specifically applies to fruits and vegetables for canning. For all 
practical purposes it might just as well cover processed fruits and 
vegetables. If the principal raw material of a canner is to be subject 
to control by an agency other than himself, his business is under the 
control of that agency. While many things go into the manufacture 
of a can of peaches or peas, there are four essentials: an equipped 
canning plant, the peas or peaches, the cans and labor. 

Control any one and you control the business. It calls for no proof 
to understand that the supply of cans, the quality of cans and the price 
of cans may determine the success or failure of any canner. Likewise 
the supply of fruits and vegetables, the quality of fruits and vege- 
tables and the price of fruits and vegetables can influence and does 
influence the scope of the canning industry. 

Let. no one be deceived as to the impact of this bill on the supply 
of this essential food product by the text, when it excludes canned 
and frozen fruits and veget: ables. In cover ing, as it does, fruits and 
vegetables for canning, it positively controls the very industry itself. 

The proponents of this bill understand this fact and therefore must 
believe that the agencies set up by it are qualified to direct the canning 
industry better than the canners are themselves. Let us take a look 
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at some features of the canning industry and try to appraise the rela 
tive ability of a canner and grower committee to direct a successful 
sasiieani asians. 

A canner may—and this is true of the great majority of canners— 
operate in a restricted area, pe rhaps one State. His output, how 
ever, is in competition with the output of the entire country. The 
cost of his canned tomatoes must be such that he can sell and com- 
pete — canned tomatoes from all over the United States. The 
growers in his area may believe—and very sincerely so—that their 
tomatoes ‘thoi | ing $25 per ton. The canner knows that if he 
pays that price 7a cannot possibly sell the tomatoes and stay in 
bu hess, 

There has to be a negot eye price and one that permits both to 
prosper. If no such price is determined, then one or the other goes 
out of the tomato ee This is as it should be. Sut if either 
the canner or grower solely determines the price factors—and under 
this bill the supply, the size, and the grade would be controlled— 
there is the risk, in fact the certainty, of failure. 

How many tomatoes, peas, and pears shall be grown for canning, 
the size, the grade, and amount to be canned must be determined by 
the combined judgment of grower, processor, dist ributor, and con- 
sumer. The minute we set the stage arbitrarily to foster the self- 
interest of one of these groups, we destroy the operation. As a 
matter of fact it is in the canner’s interest to pay the highest grower 
prices he can pay and remain in business. A prosperous grower is 
one of a canner’s greatest assets. 

It is sometimes maintained that marketing agreements and orders 
are e mploye «| for the marketin g of some fresh fruits and vegeti ables 
and therefore they are equally adaptable to canned fruits and vege- 
tables. This is not necessarily so. It is true the canning industry 

one of the major outlets for the growers of fruits and veget: ables. 
It is one of the major pipelines between grower and consumer. 

In many important respects it differs from the business of the 
produce dealers who are the growers’ other principal pipeline. We 
must plan in advance. We have a very high fixed investment in 
plant and highly specialized equipment. It runs from 75 cents to 
>1 per case, while the average se ling price of a case of vegetables 
would be in the vicinity of only $3. 

We use very costly containers in relation to the paper, cloth, and 
wood that produce dealers use. We invest heavily in the orowers’ 
operations when we supply seed, fertilizer, and other supplies. We 
often do much of the growers’ trucking and often supply their harvest- 
ing labor. This canning pipeline is very costly and complicated, 
compared to that of the produce dealer. It calls for a tremendous 
and hazardous investment and the greatest skill and experience to 
run it successfully. We maintain that our business, through the con- 
trol of our principal raw material, should not be subjected to the 
control of others. This bill will subject us to new hazards which 
we may not weather. ; 

An important differe nce between the marketing of fresh and pro- 
cessed fruits and veget: ibles may be seen in the relative import: ance of 
brand. While it is true some few fruits and vegetables are branded. 
thereare not many $lue Gooses and Sunkists. On the other hand, 
anyone can start with Del Monte, Libby, Green Giant, and compile 
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a long list of well-known brand names used on canned food. These 
brands have been established at great cost. They represent a very big 
investment and one which requires constant protection. I can think 
of no way to more effectively destroy the valuable good will of estab- 
lished brands than to jeopardize the supply of the item advertised. 

To deprive a suc venta advertiser of absolute control over the vol- 
ume he may produce, the quality he may make, and the price he may 
charge is to threaten his position in the market. This bill, which pro 
vides a system whereby the volume of canned foods shall be manipu 
lated by altering grower prices rather than by measuring consumer 
wants, can backfire on both growers and canners disastrously. 

This bill aims to set up a control-of-supply mechanism that will 
increase growers’ prices. It obviously in that case will increase the 
price the consumer pays for a can of corn or peaches. This is 
frankly admitted. Price increases will turn away some customers. 
No one can positively prove at just what point consumers will refuse 
to buy canned foods. 

But it is a known fact that as the price goes up, the volume declines, 
and that the prices of canned foods are highly sensitive. It is obvious 
to any observer in a supermarket. Grocers not only split nickels, 
they split pennies. Two cans for 19 cents and two for 39 cents is 
common pricing practice. The lower the price can be kept and every 
one concerned with the growing, canning, and distribution make a 
living, the more will be sold. 

All of us, including the grower, want our business to grow, and 
the lowest possible price consistent with economic success will insure 
that growth. Free competition at all levels insures the prices of 
canned foods being sound. The fact that this industry has grown 
tremendously would seem to suggest that those engaged in it have 
liked it. No one has been forced to grow fruit and vegetables for 
canning. 

So regardless of the claims of some groups of growers, there have 
been in the past and there are today enough others to support a very 
healthy canning and freezing industry. Marketing orders are not 
required to salvage growers, unless perchance it be a limited number 
of submarginal ones. 

Mr. Ausrern. Mr. Hipke, of Wisconsin, the remaining witness, has 
consented to cut his and summarize it and then we will be available 
for such questions as the committee may have. 

Mr. Anpresen. Mr. Austern, has anybody explained the procedure 
that the canners go through, with reference to vegetables, such as 
contracting the acreage and making an arrangement with the grower ¢ 

Mr. AusTtern. That is all covered, Mr. Andresen, in these three 
statements. If there are any further questions elicited from the com- 
mittee, we can cover that. However, although Mr. Hipke will shorten 
his statement, he will cover that point for you. 

The Cuarrman. We thank you very much. 


STATEMENT OF GILBERT J. HIPKE, SECRETARY, A. T. HIPKE & 
SONS, INC., NEW HOLSTEIN, WIS. 


Mr. Hirexe. My name is Gilbert J. Hipke, secretary of A. T. Hipke 
& Sons, Inc., New Holstein, Wis., a canning and farming saan ition 
founded in 1898 by my father, who still serves as president at 81 
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years of age, and is active in the organization at this time. I have 
had the honor to serve as president of the Wisconsin Canners Associa- 
tion. Wisconsin leads the Nation in the production of canned peas and 
canned corn. 

Throughout all these many years our company has been actively 
engaged in the growing and processing of canned vegetables and 
fruit. Our principal products have been peas, corn, and apples. 
Presently we are confining our operations to peas, lima beans, and 
apples. It has been our experience that in the processing of these 
various crops our grower relations have at all times been most har 
monious and happy to the extent that at no time were we required to 
resort to other means for getting our required raw produce for proce 
essing. 

At various times throughout these many years the question has 
been brought up that there was need for some control or marketing 
order to the extent that a governmental agency should direct the han- 
dling and pricing of raw products for canning. At no time have we 
found any of our growers, or for that matter few growers within the 
State of Wisconsin, of the opinion that there was need for any market- 
ing order or regulation of this type which would in effect be a regimen- 
tation. We oppose the purposes indicated in the proposed marketing 
orders legislation. 

The growers throughout our area are operating on a program 
whereby they have the option of accepting or rejecting our future 
growers’ contracts which specify costs of service as well as price for 
raw products, and the growers are under no circumstances compelled 
to sign these contracts unless they find them acceptable. 

In the growing of our canning crops we find it necessary to own 
and maintain a very extensive and elaborate planting and harvesting 
equipment used in the planting, treating, and harvesting of canning 
crops for our growers. For the use of this equipment and pe srsonnel 
the growers are required to pay a service fee which is approximately 

» percent of the cost of the actual expense; while if they were re- 
wuired to provide themselves with all the equipmnt necessary for the 
purpose of seeding, planting, treating, and harvesting of canning 
crops, the \ would find in the mi: yor ity of cases that the cost would be 
beyond their means and they would be unable to avail themselves 
of this substantial income. 

If the control of the quality and quantity of his own raw material 
is taken away from the canner, he would have no incentive and no 
reason to provide seed, fertilizer, seed treatment, farm labor, and 
other necessities for the handling of the crop for the reason that he 
would be at the merey of some outside group and departmental offi- 
cial to determine his allocation. 

The matter of supplying farm help as canners do today in most 
instances, is very important and must necessarily be arranged a long 
time in advance of planting and harvesting time. We are today in 
very short supply of agricultural help. It may be interesting to note 
in this connection that 150 years ago in this country we had 85 percent 
of our people employed in agricultural pursuit, while today we have 
a mere 14 percent. 

In view of this very reduced number of people employed in agri- 
culture, we have demonstrated the faneaecelliies of this country in 
the production of food in times of emergency and normal times as 


LONG RANGE FARM PROGRAM 3765 


well. It demonstrates that free enterprise is still the motivating force 
and the canning industry has been very effective to the end that they 
have produced ample food at all times at a minimum cost. 

As a member of the Wisconsin Farm Bureau Federation represent- 
ing its fruit and vegetable division, 1 would like to state that we of this 
division are not endorsing a program of this type which regiments 
agriculture and will definitely be to its detriment; but we are making 
every effort to make the agricultural industry self- supporting and 
so constituted that it will be able to carry its own particular assign- 
ment. 

Throughout our many years of canning operation we have been 


compelled to change frot rear to year the y ge planted to various 
canning crops and feel that we are in ae best position to do so be 
cause whatever prices we receive for our commodity will in a large 


measure determine as to whether or not it is profitable to continue on 
an expansion program in any item. 

It is definitely essential that responsibility for the contracting of 
production, processing, and sale of any items in the food line should 
rest with the individual canner and not be handled by other parties 
who have no knowledge of canned food marketing. 

Mandatory orders, “imposed and administered “by growers alone, 
remove from free bargaining every aspect of canning crop planning 
and procurement. It would h: amper the canner and give to one 
party control over acreage contracting, quality and orade of raw 
material, as well as put inspection and grading under the grower 
control alone. 

The canner has the largest investment in the finished product, and 
he carries all of the risks following packing. He knows about canned 
food merchandising, yet he is to have control of his own production 
taken away from him. Administration by groups of growers alone is 
authorized by this proposal. 

These controls by compulsory order may be imposed without the 
canner’s consent; yet he is to be assessed for the costs of their opera 
tion by private groups. The large sums exacted are not subject to 
congressional supervision, and these assessments may continue in- 
definitely wholly apart from price levels or production. 

Promotion of canned food m: arketing is the canner’s job. To as- 
sess him for continual and costly marketing research programs, im- 
posed and run by others, is meaningless. One might as well turn 
over to the Wisconsin barley growers the production and sale of 
Wisconsin beer on the theory that barley is used in the production of 
beer. 

As a closing reminder to the members of this committee, I wish to 
state that in the days of our fathers it was the custom to put up the 
winter's food supply in the form of barrels of apples, potatoes, salt 
pork, and various dried fruits; while today our families throughout 
the country are enjoying the best of processed foods at all times at 
their convenience, at a very reasonable price. All these good things 
are the fruits of free enterprise in its true sense. Let us keep it so. 

Mr. Austrern. Mr. Chairman, while these gentlemen are here, if 
any member of the committee has any questions about a particular 
commodity grown in any of their areas, they will be available. 

Mr. Cootry. May I ask the gentleman who was just on the stand a 
question ? 
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Mr. Garuines. Mr. Chairman, my colleague, Congressman James 
Trimble, of Arkansas, appeared here this morning and this after- 
noon as well. He was accompanied by Mr. Joseph Steele, a canner of 
mahy years experience, who resides in Springdale, Ark. I would 
like to have the record show their appearance. 

The Ciatmrman. All right. Iam sure all members of the committee 
will be very happy to have it in the record. The understanding that 
the committee had before we began our session this afternoon was 
that any of those who appeared would be subject to questioning by 
the members of the committee. So at this time we will have quest ions 
by members of the committee. 

Mr. Cootzry. Mr. Chairman, I would like to ask the last witness a 
question if I may. Did I understand you to say you were the head of 
the fruits and vegetables section of the Farm Bureau Federation in 
your State of Wisconsin. 

Mr. Hiexe. I did not, sir. [ama member of the commodity group 
on fruits and vegetables of the Wisconsin KF arm Bure: au. 

Mr. Coorry. Has the Wisconsin Farm Bureau taken any definite 
position with reference to this particular provision in this committee 
draft ¢ 

Mr. Hirexe. This particular thing, sir, | think has been new to all 
of us. We have just recently had a meeting in Wisconsin. 

Mr. Cootry. You did not know about this until it came out in the 
committee print ? 

Mr. Hiexe. I can only express. as I did, the general thinking of 
the committee members, sir. 

Mr. Cootry. What do you think that is? You are reflecting their 
views in your statement here, are you! 

Mr. Hiexe. Yes, indeed, I am. 

Mr. Cootzey. That is the question. That is all. 

Mr. ANpresen. Mr. Austern, under existing law, are there any 
secoments .of the fruit and vegetable economy that is covered by 
marketing agreements and orders? 

Mr. Ausrern. Referring, I take it, to the processed, sir? 

Mr. Anpresen. Yes, like canned peaches. 

Mr. Ausrern. As far as I know, at this moment there is no order 
in effect. There is pending a proposed order for the packing of olives, 
allocating to every canner what he may pack. That order, as far as 
I know, has been — down by the packers. It is now pending be- 
fore the Secretary of Agriculture as to whether it shall be imposed 
as a mandatory order without their consent. 

Mr. ANDRESEN. How big an area does that cover / 

Mr. Ausrern. That covers only California. I believe in the case 
of olives—I would like to check this and verify it—the area of pro- 
duction is limited in California. 

Mr. AnprEsEN. Are there any other regional areas where specific 
commodities are grown where they are proposing a marketing agree- 
ment and order ¢ 

Mr. Austern. I know of none, sir. 

Mr. Anpresen. Not in pears, peaches, or asparagus or any other 
commodity : 

Mr. Ausrern. I know of no pending proposal for an order. I know 
that there has been only the expression given by Mr. Loss to this 
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committee that some growers in some areas have expressed interest 
in getting this authority. I have heard of no concrete proposal. 

Mr. ANDRESEN. [ read sometime ago a hews item whether it was 
correct or not, I do not know—where two men from the Department 
of Agriculture, or from the State Department, were being sent over 
to Europe to lispose of canned peaches that were produced in this 
country. I just heard a day or so ago that they had sold or disposed 
of approximately 400,000 cases of canned peaches in England and 
some other country. Ll was wondering if that particular area from 
which those cam ed pen hes came was unde? marketing agreement 
or order 4 

Mr. AUSTERN. Do vou know whethet they were cli “r peaches ¢ 

Mr. ANpRESEN. No, 

Mr. Ausrern. Mr. Dodds perhaps can help vou, sir. 

Mr. ANpREsSEN. If you can give us a little information on that, J 
would be glad to hear it. 

Mr. Dopps. Mr. Andresen, there was no official delegation trom 
the canning industry that went over to England for the purpose of 
selling canned peaches. 

Mr. AnpresEN. I did not mean from the industry. I understood 
they were both Government men, paid by the Government. 

Mi. Dopps. I see. It is true that the British Government, through 
the British Treasury and Supply Delegation in Washington, have 
taken bids on both canned cling peaches and apricots. Those bids 
were due on the 5th of this month, and they are subject to acceptance 
by the 12th, which I believe is next Monday. 

Mr. ANpRESEN. Was that 400,000 cases 4 

Mr. Dopps. We do not know. The announcement earlier was made 
of the possibility of buying about four-fifths cling peaches and one 
fifth apricots, to the extent of $2,500,000. What they will actually 
purchase, we do not know. 

Mr. ANprRESEN. Was that being financed under section 
Pubhe Law 550? 

Mr. Dopps. No. It was financed under section 550 of the Mutual 
Security Act. 

Mr. AnpDRESEN. And it involves $2,500,000 ? 

Mr. Dopps. Correct, sir. 

Mr. ANpresen. Is there a surplus of canned apricots and canned 
cling peaches that cannot be disposed of in this country 4 

Mr. Dopps. At the time those two fruits were placed on the eligible 
list, they were declared to be in surplus as canned peaches and canned 
apricots. The question of whether or not they might have been dis- 
posed of in the domestic market is, of course, one that will not be 
answered, but bear in mind, Mr. Andresen, the English market was 
a very large market for California fruits before the war. It has been 
the feeling of many canners that any move to reactivate that trade is 
worth while to the California industry—canners and growers alike. 

Mr. Anpresen. Who do you understand is going to pay for these 
peaches ¢ 

Mr. Dopps. I am sorry, sir, but IT do not know all of the details of 
the handling of section 550 funds. Perhaps there is someone here who 
‘an do so. 

Mr. AnprESEN. I am quite curious to find out whether the American 
taxpayers are going to pay for it or whether the British are going 
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to pay for it, or if the canners are going to sell them at a loss. I do 
not suppose that would be it. But if you can supply the committee 
with the details, we would like to have it. 

Mr. Dopps. We will be glad to get those details for the committee 
and have them submitted to you. 

Mr. Cootry. Mr. Austern, what is the source of the demand for 
this legislation? You just touched on it a moment ago and said 
somebody in the Department had said that somebody, somewhere, 
had expressed some interest in this authority. 

Mr. Ausrern. We do not know, sir. 

Mr. Cootry. Has it come from any farm organizations or any other 
particular group ? 

Mr. Ausrern. I should like to say this: First, this request did not 
appear in the President’s farm message. It first came to our attention 
when the Aiken bill was presented and when the committee print was 
offered by the Department to this committee. When that committee 
print was offered to this committee, it was accompanied, we under- 
stand, by an analysis furnished by the Department. Page 36 of that 
analysis is the only source I have, and that recites: 





This type of regulation has been requested by a number of fruit and vegetable 
processing groups 

It then refers to the interest expressed by several identified groups, 
one of which was said to be potato processors, who are interested in 
regulating the quality of potatoes which were sold for freezing and 
potato chips. It continues: 

The Florida citrus industry, particularly grapefruit producers, have expressed 
considerable interest in this type of regulation. 

Mr. Aberneruy. Are you now reading from the analysis sent up by 
the Department? 

Mr. Ausrern. Yes, sir. We know of no group that has actively 
sponsored a specific program far a specific commodity. Mr. Benson 
has “a7 referred to this part of the bill in his discussions. 

Mr. Cootry. Does the Secretary of Agriculture not have an Ad- 
VISOry C ommittee on Fruits and Veget tables? 

Mr. Avsrern. So far as we know, the Agricultural Advisory Com- 
mission or Council referred to in the President’s message did not make 
this recommendation. 

Mr. Cootry. I know. My question was: Does he not have available 
an advisory committee to advise with him about things of this kind 
pertaining to fruits and vegetables like he does with other com- 
modities ¢ 

Mr. Austern. I presume so. 

Mr. Cootry. Have you heard of that committee making any recom- 
mendation in favor of this legislation ? 

Mr. Avusrern. No, sir; we have not. 

Mr. Cootry. And you do not know of any farm organizations that 
have proposed it ? 

Mr. Ausrern. I understand, sir, that some farm organizations are 
going to appear here. What they may ask, I do not know. As far as 
the various farm organizations who have appeared through their 
national representatives, I have read their statements in an effort to 
answer this very question. As I read those statements, they have said, 
“We would very much like to have this authority, period.” They have 
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not proposed anything definitely. They have not said they have any 
program for it. 

Mr. Cootry. Have they indicated any necessity for it? 

Mr. Ausrern. We can find no such indication, sir, and on this record 
there could be none. 

Mr. Cootry. That is your conclusion, there could be none. That is 
what these judges are sitting up here behind this beneh for, to find 
out if there is. 

Mr. Austrern. May I say, sir, I have found no specific request. 

The CuatrMan. Is it true or not, Mr. Austern, that in the pen the 
Farm Bureau and other farm organizations have asked that the 
marketing agreements and orders be extended to include canned 
vegetables ¢ 

Mr. Austern. That is correct, Mr. Chairman. On various occa- 
sions in the last 20 years the general request for this wider authority 
has been repeatedly made. 

Mr. Cootry. You said that in your statement, that that was the 
general request; and you had confronted this time and time again. 
It isa general rather than a specific request @ 

Mr. Ausrern. The only specific request of which I am aware, sir, 
was in 1947, when the Florida citrus folks asked that citrus for 
processing and processed citrus be added to the bill. As Mr. Fox told 
you, at that time they said that everything was going to collapse if 
they did not get the order authority. 

Mr. Coorry. That was a fact. They were in a desperate situation 
at that time, too, were they not ! 

Mr. Austern. At that time, sir, we presented evidence at the hear- 
ing; and we suggested that if we were left alone, we could do the job. 
I invite you to look at the job we have done in those 7 years 

Mr. Cootey. You have taken a lot of credit here that should not go 
to canners, though. You have taken credit for additional fertilizer, 
additional production, and additional per unit yield, additional per 
unit income. I will give you full credit; you have done a grand job. 
I am not arguing that, but do not take all the credit away from the 
farmer. 

Mr. Austern. We do not take credit for everything, with all due 
deference. We take credit solely for the job of creating the markets. 

Mr. Cootry. I think you have done a good job, but "I think other 
people have done a good job, too. 

Mr. Avsrern. I would like to add one thing, if I may. I do not 
want to get into the par ity argument. 

Mr. Cootry. Do not bring that up. Let us stay away from that. 

Mr. Ausrern. If you will simply look at the parity figures, sir, 
that is used as a frame of reference. We want to show you the mar- 
keting job we have done. But you will find that as to parity also 
these canning crops compared with the controlled and price-supported 
commodities have shown consistently a better relation to parity than 
the controlled and _ price- supported crops. Peas for 20 years have 
been below 100 percent only 4 times; and in the other 16 years they 
have ranged up to 137 percent of parity. 

Mr. Cootry. You had better strike that out of the record as of 
tomorrow. 

Mr. AnperNetHuy. Do you have reference to green beans? 

38490—54—pt. 20 26 
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Mr. Ausrern. Peas, sir, ] was referring to. Green beans have been 
below 100 percent only 3 times out of 10; and they have never been 
below 93 percent of parity. 

Mr. Cootry. You were talking about green peas first, were you not, 
sir? 

Mr. Ausrern. Green peas. 

Mr. Cootry. They are pat on everybody’s platy everywhere you go. 

Mr. Ausrern. We hope so. 

Mr. Garuines. I would like to ask Mr. Dodds a question. In your 
statement here on page + you state that the cost for administering 
the Federal marketing order regulating California raisins was $66,000 
for the 1952-53 season. How was that $66,000 arrived at? What 
does that $66,000 actually cover specifically ? 

Mr. Dopps. That information, Mr. Congressman, was from a bulle- 
tin, I believe, from the Department of Agriculture. As I understand 
it, the administrative budget is proposed by the controlling group, 
the administering group, and is submitted to the Department for 
approval. 

Mr. Garutnes. This $1.20 a ton was for cling peaches in California, 
was it not? 

Mr. Dopps. That is also for administration, for maintaining the 
employees. 

Mr. Garuines. That is for nothing but administration, solely and 
exclusively on the particular order affecting raisins ¢ 

Mr. Dopps. That is correct. The $1.20 per ton on cling peaches, 
as I mentioned, isa maximum. The actual rate of assessment is deter- 
mined, I believe, by the cling-peach advisory board and submitted 
to the State director of agriculture for approval. 

Mr. Garuineas. This charge would be insignificant, though, really 
and truly, in dealing with a large quantity of fruits and vegetables. 
It would not amount to much, would it ¢ 

Mr. Dopps. The figure of $1.20 per ton is not a high percentage of 
the total price per ton of cling peaches; no. 

Mr. Garuincs. It would not run the price up to the consumer, 
would it ? 

Mr. Dopps. Any additional element of cost may reflect in’ some 
increase to the consumer. In dealing in canned fruits and vegetables, 
even a cent a can in the retail outlets does have an effect on their 
movement. 

The Cuarrman. You say you are liable for maximum charges of 
$1.20. Has it ever been that high ? 

Mr. Dopps. No, not to my knowledge. 

The Cuatrman. How high has it been ? 

Mr. Dopps. I believe $1.10 is as high as that has gone. 

The Cuairman. That was a State order, was it not ? 

Mr. Dopps. That was a State order to which I referred. I am not 
certain that it was $1.10. It may have been slightly higher at some 
time. 

The Cuairman. That was an order that was quite comparable to the 
order that would be issued under this legislation, if it should be 
made applicable to canners, was it not ? 

Mr. Dopps. Mr. Chairman, orders that might be issued under this 
proposed legislation are a great deal more severe than the cling- 
peach marketing orders we worked under in California. In that 


LONG RANGE FARM PROGRAM 3771 


instance the canners have participated in the administration of the 
order throughout. 

The CiuratrmmMan. What you are saying is that an order that might 
be issued under this authority could be more severe as far as the 
law is concerned. That is, you are saying it would be legal to issue 
an order that would not be more severe, lt take it. It would not 
necessarily be more or less severe than your California order. 

Mr. Dopps. Yes, sir. 

The Cuatrman. Do I understand you then to say that the authority 
which the Federal Government would have if this legislation should 
pass, authority as far as canning crops are concer ned, is greater than 
the State of California had over canned crops ¢ 

Mr. Dopps. As I understand it, the proposed legislation would 
permit grower groups to impose restrictions on the canner, with no 
voice on the part of the canner, and with the canner obliged to pay the 
bill, which is not the case under the California marketing order. 

The Cuamman. I would like to ask Mr. Austern some questions 
relating to the general subject of this legislation. You presented a 
number of charts which showed a splendid growth as far as the can- 
ning industry is concerned. The purpose, as you stated, was to 
show that it was an industry that had furnished a good market for 
farm commodities, as well as a fine supply of food for consumers. It 
seems to me 2s far as this legislation is concerned, the only real value 
that that information might have would be if we were to compare 
it with some situation where marketing orders and agreements were 
in effect. 

Is there any way that you can compare that situation that you have 
described with one where there were marketing agreements and orders 
in effect ? 

Mr. Ausrern. May I suggest in response to that, sir, first, I cannot 
do it in terms of a Federal order for the simple reason that we have 
to this point been exempt. 

Mr. Poace. On that point, if you will yield, Mr. Chairman, I think 
you might compares cling peaches with apricots. Peaches have been 
under an order, have they not ¢ 

Mr. Ausrern. I would be delighted to tell you about that. The 
Cling Peach Marketing Agreement, the original one, is one that I 
happened to help draft. That was in effect for 1 year, as I remember, 
in California. If you will examine Mr. Dodds’ statement, he gives 
you in detail the effect of that. 

In the asparagus situation, the order 7 is in effect for 1 year in 
California. As a result of that order in California, as shown right 
here on this map the production in California was diverted to these 
other States. California at that time had a very considerable pro- 
portion of the asparagus production of the country, I think about 
75 percent. Now it has less than 50 percent. 

Next, Mr. Dodds gave you a striking example of the situation under 
one of the dried fruit mandatory orders where, because of the way 
that had been operated, the largest dried fruit processors in the 
State of California after 2 years of complaining has simply quit 
the business. 

The Cuaiman. I believe your letter indicated, though, that they 
had not been very large handlers of raisins. That is the way [ 
recall it. 
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Mr. Austern. I should like to verify that. I believe they have 
been one of the largest. 

The Caran. £ would like to have that. As I read it, I got it 
that way. 

Mr. Ausrern. The tonnage which they handled, sir, is expressed in 
the letter. 

Mr. Dopps. I think you may have misunderstood the quotation, Mr. 
Chairman. They refer to their limited raisin operation. 

The Cuamman. I think that is what I read. 

Mr. Dopps. Meaning the limitations imposed on their operation by 
the Federal marketing order. The +y state in the letter that they would 
normally handle 35,000 to 50,000 tons of raisins, which today repre- 
sents a cash return to the growers of upwards of $6 million. 

The Cuamman. What proportion is that of the California produc- 
tion of raisins? 

Mr. Austrern. We will be glad to get that for you. We do not 
know. 

The Cuarrman. If it is not too much trouble, we would like to have 
it in the record. The word “limited” there was the reason I in- 
terpreted that to mean they were perhaps not extensive handlers. I 
am glad to have your explanation. 

Mr. Dopps. Mr. Chairman, one of my colleagues who is also promi- 
nent in the dried fruit business indicates that they handle 15 to 20 
percent of the total California production. 

The Cuarrman. Did we have a comparison here of this cling 
peach— 

Mr. Poacr. Yes; they went to 182 percent. Pears were not under it. 
They went up to 207. Apricots, which were not under it, went up to 
165. In other words, it looks to me as if it was about the same 
situation whether they were or were not under the order. That. is 
what it would seem tome. That is why I wondered if he would ex- 
plain it. Right there is the situation where there seems to be com- 
parable commodities, 1 under and 1 not. 

Mr. Ausrern. I would like to make clear, sir, that the cling peach 
order to which Mr. Dodds referred was not the type of Feder al man- 
datory order we are discussing here. That was a State control which 
was considerably different. I would like te invite Mr. Dodds to 
amplify that distinction, because it seems to us to be pertinent. Will 
you deal with the effect of the original cling peach order that you 
referred to in the statement, Mr. Dodds? 

Mr. Dopps. Mr. Chairman, I do not quite understand the question 
that was raised. 

Mr. Poace. The question the Chairman raised was to see how you 
compare these crops that were under marketing orders with those that 
were not. I simply saw here in your list that you had pears and you 
had apricots that obviously were not under control, and you have cling 
peaches which were. It looked to me as if the results ran roughly 
somewhat about the same. But I did understand, maybe erroneously, 
that the cling peach people, both the producers and the canners, seemed 
to be pretty well satisfied with these marketing orders. As I under- 
stand it, they are here asking us that we continuethem. Is that wrong? 

Mr. Dopps. Mr. Congressman, obviously from these charts the 
growth in the production of the canning under peaches has kept pace 
with the other fruits generally. They are important fruits. The 


LONG RANGE FARM PROGRAM oeae 


reason expressed for the dissatisfaction with the California marketing 
order on cling peaches has been that the experience has indicated that 
it tends to aggravate the condition it was designed to relieve, that is, 
the condition of surplus peaches. 

Mr. Poace. Who is objecting to it? Is it the producers of cling 
peaches who are objecting to it 4 

Mr. Dopps. No. 

Mr. Poaaer. Is it the canners of cling peaches who are objecting to it? 

Mr. Dopps. No one before this committee is objecting to the cling 
peach marketing order. The purpose of my statement was merely to 
review the results of the history of the marketing order as applied to a 
commodity. 

Mr. Poacr. Who is the person who is not before this committe who 
is objecting ? 

Mr. Dopps. No one, to ny know ledge. 

Mr. Poage. If they have this program, and it has worked well with 
them, and if it has gotten about the same results and they are pleased 
with it and want to continue it, then maybe it has not been as bad as 
we would think from simply listening to what you have said about 
those who have not tried it. 

understand they tried it, and you have not. That seems to be 
about the difference. 

Mr. Austern. Mr. Poage, | am sorry; through my own inadvertence 
[ have created some confusion. There is no Federal marketing order 
on cling peaches. 

Mr. Poace. That is right, but the State of California does have 
one, and the State of Oklahoma does not produce any cling peaches. 
As a matter of fact, are not all the cling peaches that are canned in the 
United States produced in California anyhow ¢ 

Mr. Austern. I believe that is correct. 

Mr. Poaee. If that is correct, it has exactly the same effect as if it 
were a Federal order, does it not? 

Mr. Ausrern. No, sir. There are two statutes in California. I 
would like frankly to say this, that the kind of order that is operative 
in that particular instance where all the commodity is grown within 
one State isa State order. It is in a different category from the kind 
of order that you are asked to authorize for that industry now. I 
would be delighted to furnish you with a comparison of those 
differences. 

Mr. Poage. Let us not go into that in detail. Do you think there 
is anything wrong with the California order? 

Mr. Avusrern. I am sure [ am not in a position to say. If that is 
true, I would like to turn it around. If in that isolated instance where 
there is a State control of a crop grown within the one State, that 
offers no reason for saddling the entire canning industry with this vast 
authority. 

Mr. Poace. I think there is much merit to what you are saying 
there. I find no fault with that. But I was just wondering if you 
are finding fault with what they are doing out there. 

Mr. Ausrern. No, sir. Our position very simply is, with all defer- 
ence, sir, we are doing the job. We think we are doing a pretty good 
job. We have heard people say for 20 years that we could not run 
our own affairs and everything was going to the dickens in a bucket. 
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We have resisted this regimentation for 20 years. We have done a 
wood job. We want to be free, be permitted to continue to do it. 
We do not feel that this committee ever has legislated without there 
some reason for doing so. 
Mr. Anpresen. Will the gentleman vield / 
Mr. Poacr. Certainly. 


Mr. Anpresen. Do you think there is any relationship between the 


irplus of cling peaches n this order and the order that is in operation 
In California / 

Mr. Ausrern. I am sure I do not know. I know when I was much 
younger, 20 years ago, I thought you could solve all of these things 

tting dow) and writ a control schemes: and ] wrote them, sir. 
I wrote them fo. peaches, I wrote the pr each order. We had two 
It voly ne fu Tee Ws | | ve te lel this « ‘onmniittee. | tried ] for corn, 
nd LT tried 1 for peas. Ni e of them worked. 

We know today why they did not work. We would have had 
revolution among our erowers i we had tried to put in those orders 
that we kicked out in 1935. Instead of that, we have opened up these 
vast acreages on the very thing ak n the avs W ere all set to 
illocate 

On cling peaches, I know only this. I know the production and the 
marketing and the selling of canned pei hes to the consumers on 


Lhese fi@ures | virtually trebling. 
The Cramman. Mr. Austern, I assume that at least 1 of the pu 
poses in presenting the record of the industry for 20 years was to imply 


iat if vou had been working under marketing orders, you could not 
ive done as well. Is that correct 4 

Mr. Avsrern. I think, in part, that is certainly true. It has at 
least that purpose It also suggests to this committee that all the 


] 


people Who have said for these two decades, “Let us control these 
; lL doa good job, and here are our apprehensions,” 
have been proved to have had unfounded reasons. Part of it disproves 
that f somebo come nh to you at this time and suggests, *Please 
pive us the au iority; we can really promote this « canning outlet,” 
and they offer apprehensions, they might well be equally unfounded 

Mr. Fox suggested this morning in connection with citrus. 

You say the other pi irpose was to show that if we had had them, 
we could not have done the job. Frankly th only way lL can answer 
that is to say if we run a pretty good race without having our hands 
and feet tied, I cannot tell you how far we might have gotten if we 
had not been tied. 

The Cuamman. What you said this afternoon also implies, it seems 
to me, that you think there is a fundamental difference between the 
nterests of the producers and the processors, Am I correct in that / 

Mr. Ausrern. I suggest perhaps that that is a misemphasis. Our 
point is that when it comes to the marketing of canned foods and the 
promotion of canned foods, we can do the job. But if you try to control 
and allocate and regulate and inspect, to set up promotion programs, 
even under the guise of saying you are dealing only with the raw 
material, you hamstring this industry. We think there is no reason 
to doit. We do not think you ougmt to do it, and we think the way it 
is proposed to be done u nder this 28-page statute is very undemocratic 
and unnecessary and uncalled for. 
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The Cuarman. What I had in mind particularly is that you ex 
pressed apprehension over what might be done under these orders. 
I grant you that the power is very great, of course. There is no ques- 
tion about that. Iam not surpt ised that you should be apprehensive 
because, if the extreme powers that are given were used, I can see that it 
might create a serious situation from the stardpoint of the canners, 
assuming that someone was exercising those powers and did not under- 
stand your business and were antagonistic to it. 

But of course these marketing agreements and orders are not going 
to come into existence unless the producers themselves are interested ; 
vou have to have a group of producers who will initiate these before 
they come into effect. I cannot believe that the interest of the pro- 
ducers and the processors and the distributors are so adverse to each 
other that the protection of the producers would seriously affect the 
processor, or as seriously affect them. You imply they would. Would 
you want to comment on that ? 

Mr. Ausrern. Yes, Mr. Hope. First, there is a great community of 
interest between canners and growers. As Mr. Cumming said, with 
Gut a prosperous grower, no canner can live. His plant is not worth 
a nickel. In the second place, as to the exercise of this authority. we 
think with all deference, sir, the shoe is on the other foot. Why legis 
late for something for which there is no need 4 Why confer these vast 
authorities 7 

We heard about it in the thirties. It was said there was a terrific 
emergency—that vou had to give to one man the complete power to 
control another fellow because of that emergency. That emergency 
was proved to be wrong in these commodities. We find no emergency 
now. Nobody can come to you and prove any emergency on any of 
these commodities. Why not let us do the job? 

It has been my exper rence that if you have the authority, the te mpta 
os to exercise it is irresistible. Iam very much impressed myself 
by what Mr. Snider says. He speaks for a grower-owned cooperative. 
In talking about this he said, “The thing about it that I do not like, 
apart from it being unnecessary and undemocratic, is that it will break 
up that community of interest that exists.” As I believe he said, that 
would put the two a in opposition, where there is no opposi- 
tion now and no need for 1 

We have accomplished ane splendid things, sir, with the growers. 
I wish we could deve lop it for you gentlemen—mechanical harvesting, 
mechanized handling, increased tonnage, and low consumer prices. 
All we want is the opportunity to go on doing the job with our growers, 
and continue to attract investment to this industry. We could not get 
a nickel for new machinery if somebody else had the power to regulate 
how much raw material we could get 

These things go to the vitals of the canning industry, and these gen- 
tlemen are not engaging in rhetoric. They have worked on these 
ane. They have thought about them. The vy feel very deeply. May 
T add one other thing: W. e are satisfied that wherever a grower under- 
stands what this means—not when it is buried in an amendment to 
section 608 (c) (2), changing a word here and there, but getting away 
from the technicalities—whenever the grower is made to appreciate 
what this can mean to him if the authority is exercised, and it will be, 
we are afraid, we find that the growers are opposed to that kind of 
regimentation as well. 
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The thing is so covered up with words and semantics and changes 
in the law that it is very difficult to grasp. 

The Cuamman. You talk as if someone is going to impose this on 
both the growers and the processors. Are we to assume that that is 
going to be the situation, that someone from the outside is going to 
impose it on both the growers and the processors? That is hardly 
possible, is it? 

Mr. Austern. We think not. First, if no one is going to do any- 
thing under it, why bother with it at all? Do not amend it. Leave 
it alone. Second, as to who is going to impose what on whom, we are 
reasonable people. We certainly will do our best to get sense into it. 
But when the chips are down, what this does is turn the control of this 
industry over to people who are not in it, who do not carry the risk of 
marketing, who know nothing about the marketing. Why do it? 
That is our question. 

The CHarrMan. I am not arguing the merits or demerits of this 
proposal, you understand; I am just trying to bring out some of the 
points at issue here. But this committee is interested insofar as possi- 
ble in giving the farmer some way by which he can have something to 

say about the price of his products. That is the big handicap that the 
farmer suffers from, and I think we all realize that. But 30 or 40 
years ago that was not important because the farm was a largely self- 
contained unit that operated under its own power. The need for 
cash income was not great because the farmer had very few cash ex- 
penditures to make. 

That of course has entirely changed now. Practically all of the 
costs of operating the farm are cash costs which the farmer can only 
secure by getting a good price for his products. That of course is 
the interest this committee has in discussing legislation of this kind— 
doing what can be done to give the farmer an opportunity to have 
something to say about the price of his products, because he is the only 

producer “ths at I know about who does not have something at least to 
say about the price. 

I would not want to say that no farmer has nothing to say about the 
price of his products. Perhaps in your industry, where he is con- 
tacted ahead of time, he does have an opportunity there that he cer- 
tainly does not have in some other parts of agriculture where he more 
or less has to put his production on the auction block, which is true in 
a good many instances. 

But at the same time I think that you can understand that we really 
do have a deep interest in doing anything that can be done to give 
the farmer as much as he could possibly have to say about the price 
of the commodities that he has to sell, which is so important in these 
times when the cash returns are a matter of life and death as far as the 
farm enterprise is concerned. 

Mr. Ausrern. Mr. Chairman, I would like to say one further word. 
I think no group of people associated with agriculture in the United 
States is more deeply sympathetic and understanding of the vast 
problems that this committee has. I find that throughout the whole 
canning industry. But in this instance we think there is no problem, 
and we think your committee could best serve the country, the indus- 
try, the consumer, and the growers of these canning crops if you did 
not enact this amendment and create further problems. 


oe 
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Mr. Poace. In connection with what the chairman said a while ago 
about the opportunity of the farmer having something to say about 
the distribution of his own crop, I grant you that there has been to me 
the appearance somewhat of a high-handed method proposed in this 
committee print that no member of this committee put his name to. 
No member of this committee was enthusiastic enough about this com- 
mittee print to put his name to it. Possibly other members of this 
committee feel as I do, that there is some indication of high-handed- 
ness here of trying to impose on a group of people some regulations 
without them having had any say about the regulations. 

On the other hand, there is unquestionably the feeling on the part 
of a great many producers that they do not have anything to say about 
the disposition of their crop. Do you as a canner not think here are 
a good many places in the United States where the farmer has 
absolutely nothing to say about disposing of his crop to your canners ¢ 

Mr. Austern. I would say frankly no, there is no such place. The 
grower may elect to grow or not to grow. It is not as naked as that, 
Mr. Poage. When we say that, I want to advert again, without pro- 
longing this, to what these gentlemen have told this committee for 
two decades. The canner who has his life’s savings and that of his 
friends in the cannery—that cannery is not worth a nickel unless the 
growers in the community can be persuaded to grow. 

Mr. Poace. The tele »phone company is not worth a nickel unless I 
talk over it and keep it in my home. But the Bell Telephone Co. has 
an absolute monopoly. I cannot talk to Waco, Tex., without using 
the facilities of the Bell Telephone Co. I do not have a thing in the 
world to do with setting the prices. In that case I have been told that 
both the Federal and the State Government were trying to protect 
me. I do not have much confidence in all the protection they have 
given me. 

I have found that there is but one thing that is going to protect 
me very long in this old world and that is competition. IL am not 
objecting to it; [think itis all right. I have observed that the minute 
there came anybody anywhere ar ound that threatened their monopoly, ; 
the Bell Telephone Co. could be just as nice as the country grocery- 
man could be. They could be just as kind to you and as considerate 
and look after your every need. But the minute that the possibility 
of competition is removed, I know how they treat us. 

I just wonder why you canners think you are so different from 
everybody else. I think farmers, if they had an absolute monopoly, 
would be ruthless. That is what you fear? 

Mr. Austrern. You have put your finger right on it, 

Mr. Poacr. If you did not fear that this legislation was going to 
give some farmers a monopoly and that they would use it to hurt you, 
you would not be up here. 

Mr. Avstern. I big your pardon, sir: you have put your finger on it. 
No local cannery is a monopoly. Next, you referred to the country 
grocer. The country grocer would not live unless he could deal fairly 
with his customers. No canner could live if he did not deal fairly with 
his growers. 

Mr. Poace. I do not know about that. You might just as well tell 
me that no cotton buyer could live if he was not fair with the farmer. 
I never dealt with these canners, but I have dealt with cotton buyers. 
I have dealt with meat packers. I have dealt with people who canned 
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meat. I never saw one of them yet that went very far out of his way 
to give me the long end of any deal. I am not complaining about that. 
| expected him to take advantage of me just as far as he could, and 
he has never disappointed me so far in doing that. 

I do not know why you people think you are a different breed of cats. 
I have an idea that unless two or more of these canneries are bidding 
on my tomatoes—and I do not grow them—or on peaches or on some- 
thing else, I would not antic ipate you would give me any more than 
you had to to get me started in the business. 

Mr. Acsrern. That theory is not borne out in fact. 

Mr. Foner It is not ? 

Mr. Avstern. I have a man here. Mr. Moss, will you answer that 
question, that the grower will get no more than to get him started, by 
telling them just a few words of what happened out there in Idaho? 

Mr. Moss. Mr. Chairman and Members of the Congress, I think if 
I understand the question and your theory correctly, you propose the 
situation that 1f a grower has no opportunity to control his asking 
price 

Mr. Poacr. He can ask anything he pleases. 

Mr. Moss. You are supposing that a canner has no competition 4 

Mr. Poacr. Yes. 

Mr. Moss. I am supposing that you have competition that is only 
fair—and you are bargaining and trading with me. Here I am a 
canner. I start with nothing: try to reclaim land, build an industry. 
Let the farmers have a place for their crop. I put my money in it, 
I bet against all the hazards in the world, and I cannot live without 
it. Ican only live with it if I can prove to him that his dollar value 
per acre is justifiable in competition to other crops. If I do not sueceed 
hn doing that, heis perfect ly able to vo some place else. 

You think we have no competition 4 I have five competitors that 
are bidding like the dickens against the grower for his crop. He ean 
take mine or not. If Ido not make him profitable, he has lots of other 
crops he can produce, and rightly so. I have the same position in my 
business, that if I cannot produce the quality of goods in there based 
upon the efforts that I give Mr. Grower in fertilizer, producing a better 
thing and to compete with the world, I go out of ce, and so does 
Mr. Grower, who has had his land that he built on that whole industry. 
That has been profitable to him and that has been shown, in my in- 
stance, through 50 years, and it is just as simple as that. 

Mr. Poace. I am afraid it may be quite simple. I think what the 
gentleman just expressed is quite simple. But he has expressed 
situation where I have recognized that there would be a good price 
because he says he has five canners bidding against him. That means 
six. That means that the producer in his area has got six outlets. 
Where 1 producer has 6 outlets bidding against each other, he is 
like ly to fs avery good price. 

What I am talking about are these people who have only one outlet. 
I assume that there are a great many places where you have only one 
outlet inthe way of canners. Isthat not a fact? 

Mr. Ausrern. That is hardly true. Many of these commodities also 
vo to the fresh market. If the grower does not want to deal with the 
canner, he can ship fresh. 

Mr. Poace. I do not know how much he can ship fresh. That 
impresses me somewhat like this proposition of telling me that the 
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farmer can change to the production of another crop. 1 have lived 
In a Ohe-crop country too long. I know farmers cannot shift as you 
suggest. You might tell me you can change your cannery into a 
fertilizer factory : that you can can s ardines instead oo ‘anning corn. 
But it does not work out that Wity. A man cannot change his « rops 
that way. 

Of course if he hap ypens to be in a favorable location, he can: but 


unfortunately the larger part of the United States is not blessed with 
Fall every 10 days. There 1 a great deal more of it that is dry than 
isnot. Those dry land farmers cannot change that wav. 


Mr. Moss. My friend, may I ask you a question? You come from 
the South. But I put this supposition to you, and I will go back to 


your cotton business. Lam not a cottongrower. Iam just a poor littl 
canner. Alli ieht, now the time comes in the cotton business when they 
thought they could not crow anvth nein the South but cotton. L ask 


you: What else can they grow, to presuppose that thing in Georgia, 
and the other places that o1 ly orew cotton / When things got too 
tough for them, they got something else to do, did they not ¢ 

Mr. Poacre. I have lived in a cotton area for 54 — a we are 
still trying to diversify without a great deal ot success. » have not 
yet, in all of that time—talk all we want—found any crop a it would 
tuke the place of cotton on ow land. We have had the aid of the 
Department of Agriculture and everybody else: and even so, 1 was 
under the impression that, difficult as it is to change from cotton, it 
would be easier to change from cotton than it would be to move that 
peach orchard or that plum thicket or that vineyard and carry it 
around somewhere else to somebody else’s cannery. 

It just looked to me as if, even as difficult as our problem is, it 
probably is not as difficult as those fellows who are specializing in 
some Crop W here their expenses are high. 

Mr. Moss. My friend, I cannot can cotton. That is impossible. 
There must be relative places in geographical sections of the United 
States where those things crow that there must be some othe) crop 
that Grows with it. Therefore the idea of having no competition in 
my mind is out, and due to the virtue of the fact that a grower—before 
he eve r puts the seed in the ground- -has the opportunity to do so or hot 
Lace a by contracting with a group, profitab le or unprofitable to him. 

That is the canning industry and that is the way it is built today. 
I am just a common hick and I do not know an \ything. 

Mr. Poacr. I do not want to prolong this colloquy. But certainly 
if you will come down to my country and actually show us what we 
can grow to take the place of cotton and actually make it work, rather 
than simply telling As about it in books, you will not have to stay in 
the canning business because you can get rich right down in McLennan 
County, Tex., or any crop you can actually substitute for cotton and 
make the money for the farmers like they can on cotton. 

Mr. Harvey. Mr. Ratzesberger, in your statement I notice on page 
3 you say, “Our opposition to marketing controls is not prompted by 

lack of sympathy for the growers’ position.” Have you surve yed 
your growers with regard to their attitude on this proposal / 

Mr. Rarzespercer. No, I have not, s 

Mr. Harvey. Do you not know, then, what their reaction would be ? 

Mr. Rarzespercer. No, 1 do not. Our only position on that is that 


we have competition from other canners in our own locality. I expect 
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there are four canneries in a radius probably of 25 miles, and aside 
from that there are a number of other crops grown—like field corn, 
wheat, soybeans. So the grower has the opportunity there either 
to accept our contract or to put it into other crops. So we have to 
compete with the other crops in order to get our acreage. 

Mr. Harvey. You are in a very rich agricultural section. I know 
that. Would you say that the present support price, insofar as corn 
is concerned, does have an effect upon the contract price for crops 
that you can? 

Mr. Rarzrespercer. Yes, it does, sir. 

Mr. Harvey. In other words, the support price under field corn has 
had the general effect of putting also a floor under competitive or, 
we W ill Say, supplementary crops or optional ones 4 

Mr. Rarzespercer. Yes. We are undoubtedly paying a higher price 
than would be the going price if your support prices were not at their 
present level. 

Mr. Harvey. Or, in other words, to put it the other way around, if 
corn should suddenly drop to $1 a bushel and soybeans also propor- 
tionately—incidentally I think soybeans are too high right now, al- 
though I happen to have some to sell and should not be opposed to it- 
but if the floor should be pulled out from under those Camnaedities, 
then the price of the commodities that the canner buys would probably 
be proportionately lower ? 

Mr. Rarzespercer. That happened this year. We are contracting 
sweet corn about $3 a ton less than last year, partly by reason of the 
reduced support prices, partly by reason of acreage allotments. 

Mr. Harvey. That brings out a very fundamental thing that I think 
is probably too seldom recognized and realized, and that is that the 
support price under our so-called basic commodities—and especially 
important ones, and corn is the most valuable of all basics—has had 
the effect also of putting a support under farmers’ prices for many 
other products as well. 

Mr. RatzesperGer. Yes, sit 

Mr. Harvey. I would assume that you as a past president of the 
Canners Association, and certainly a leading canner in your own State, 
would not want to express yourself here today as being opposed to 
that kind of a support program. 

Mr. Rarzrspercer. No. Ihave no objection. I think there is some 
question about the level. I know the growers are generally in favor 
of some kind of a disaster support. 

Mr. Harvey. I will not belabor that issue here now because that 
could very well become a long quest. Iam glad to have your testimony 
on this particular question. While it is not directly related to the 

‘anner program and the question upon which you are testifying today, 
I think it is a very important point and one that we should all 
recognize. That is all, Mr. Chairman. 

Mr. Rarzespercer. You perhaps noticed also in my testimony that 


asparagus as a canning crop has increased tremendously in our State. 


That has taken acreage from some of the other crops. In order to get 
it, we have to be competitive again in order to get the aid for that new 
crop. 
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Mr. Austern. Mr. Hope, may I on behalf of the canners, and par- 
ticularly on behalf of myself, express our appreciation for the incredi- 
ble patience and constant courtesy of the committee in this very late 
afternoon session. We very much appreciate it. 

The CHatrman. On behalf of the committee, the Chair wants to 
thank all of the witnesses who made their presentations this afternoon. 
They have been very helpful to the committee in giving the informa 
tion that has been so well presented. 

Mr. Poace. Mr. Chairman, might I say that it seems to me we have 
been in a very unhappy position this afternoon. The canners have 
been taking the negative side of this debate. Therefore the members 
of the committee have of necessity been put in the position of anticipat 
ing or presupposing situations that might never be presented. But 
unless we do it now, we will not have any chance to talk to you again. 

Mr. Austern. We appreciate that sir, ever so much. If we can 
help you further, if anyone comes forward with anything concrete 
and real, we would like to have the opportunity, if there is time, to 
respond to it in order that the committee may be fully informed in its 
job. 

The CHartrMaNn. If there is nothing further, the committee will 
recess until 10 o’clock Tuesday morning. 

(There an at 4:45 p. m., the committee adjourned until Tuesday 
morning, 10 a. m., April 13, 1954. ) 





